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Rules and Regulations 


Title 5—ADMINISTRATIVE 
PERSONNEL 

Chapter I—Civil Service Commission 

p AR T 6— EXCEPTIONS FROM THE 
COMPETITIVE SERVICE 

Veterans Administration 

Effective upon publication in the Fed¬ 
eral Register, subparagraphs (1) and 
(2) of paragraph (a) of § 6.122 are 

revoked. 

(R.s. 1753, sec. 2, 22 Stat. 403, as amended; 

5 U.S.C. 631, 633) 

United States Civil Serv¬ 
ice Commission, 

[seal] David F. Williams, 

Director , 

Bureau of Management Services. 

IFB. Doc. 62-12570; Filed, Dec. 19, 1962; 
8:49 a.m.] 

PART 6—exceptions from the 

COMPETITIVE SERVICE 

Housing and Home Finance Agency 

Effective upon publication in the Fed¬ 
eral Register, subparagraphs (37) and 
(39) of paragraph (a) of § 6.342 are 
amended as set out below. 

§ 6.342 Housing and Home Finance 

Agency. 

(a) Office of the Administrator. 
***** 

(37) Private Secretary to the Assist¬ 
ant Administrator (Transportation). 
***** 

(39) Deputy Assistant Administrator 
(Transportation) . 

(R.S. 1753, sec. 2, 22 Stat. 403, as amended; 
5U.S.C. 631, 633) 

United States Civil Serv¬ 
ice Commission, 

[seal] David F. Williams, 

Director , 

Bureau of Management Services . 

[F.R. Doc. 62-12569; Filed, Dec. 19, 1962; 
8:49 a.m.] 

Title 6—AGRICULTURAL 
CREDIT 

Chapter III—Farmers Home Adminis¬ 
tration, Department of Agriculture 

[Administration Letter 777 (444) ] 

PART 308—nondiscrimination in 
MULTIPLE-UNIT HOUSING 

December 14,1962. 

Subchapter A, Chapter III, Title 6, 
Code of Federal Regulations, is amended 
by adding Part 308 to read as follows : 


Sec. 

308.1 Purpose. 

308.2 Scope. 

308.3 Nondiscrimination in use and occu¬ 

pancy. 

308.4 Mortgage covenant. 

308.5 Violations. 

Authority: §§ 308.1 to 308.5 issued under 
secs. 510, 514, 515, 63 Stat. 437, 75 Stat. 186, 
76 Stat. 671, 42 U.S.C. 1480, 1484, 1485. E.O. 
11063, 27 F.R. 11527. Orders of Sec. of Agr., 
19 F.R. 74, 26 F.R. 8403, 27 F.R. 5005. 

§ 308.1 Purpose. 

The purpose of the regulations in this 
part is to put into effect provisions of 
Executive Order 11063, dated November 
20, 1962, 27 F.R. 11527, in connection 
with housing loan programs of the 
Farmers Home Administration described 
in § 308.2. 

§ 308.2 Scope. 

The regulations in this part apply to 
loans of the following types to finance 
housing and related facilities of more 
than two living units: 

(a) Domestic farm labor housing loans 
under section 514 of the Housing Act of 
1949. 

(b) Senior citizens rental housing 
loans under section 515 of the Housing 
Act of 1949. 

§ 308.3 Nondiscrimination in use and 
occupancy. 

In the case of every such loan closed 
after November 20, 1962, the borrower 
shall not discriminate, or permit dis¬ 
crimination by any agent, lessee, or 
other operator, in the use or ocupancy 
of the housing or related facilities be¬ 
cause of race, color, creed, or national 
origin. 

§ 308.4 Mortgage covenant. 

In the case of every such loan closed 
after receipt by the County Supervisor of 
Administration Letter 777 (444), the 
mortgage or other security instrument 
shall contain the following covenant: 

Borrower covenants and agrees that bor¬ 
rower will not discriminate, or permit dis¬ 
crimination by any agent, lessee, or other 
operator, in the use or occupancy of the 
housing or related facilities financed in whole 
or in part with the loan in connection with 
which this instrument is given, because of 
race, color, creed, or national origin. 

§ 308.5 Violations. 

Discrimination in violation of the reg¬ 
ulations in this part shall constitute 
default under the mortgage or other se¬ 
curity instrument held by the Govern¬ 
ment in connection with the loan. 

Dated: December 14,1962. 

Howard Bertsch, 
Administrator , 

Farmers Home Administration. 

[F.R. Doc. 62-12579; Filed, Dec. 19, 1962; 
8:50 a.m.] 


Title 7—AGRICULTURE 

Chapter VII—Agricultural Stabiliza¬ 
tion and Conservation Service (Ag¬ 
ricultural Adjustment), Department 
of Agriculture 

SUBCHAPTER B—FARM MARKETING QUOTAS 
AND ACREAGE ALLOTMENTS 

PART 730—RICE 

Subpart—1963—64 Marketing Year 

Proclamations and Determinations 
with Respect to Marketing Quotas 
and National Acreage Allotment for 
1963 Crop, and Apportionment of 1963 
National Acreage Allotment among 
the Several States 

Sec. 

730.1401 Basis and purpose. 

730.1402 Marketing quotas on 1963 crop 

rice. 

730.1403 National acreage allotment of rice 

for 1963. 

730.1404 Apportionment of 1963 national 

acreage allotment of rice among 
the several States. 

Authority: §§ 730.1401 to 730.1404 issued 
under secs. 301, 352, 353, 354, 375, 52 Stat. 38, 
60, 61, 66, as amended; 7 U.S.C. 1301, 1352, 
1353, 1354, 1375. 

§ 730.1401 Basis and purpose. 

(a) (1) Section 730.1402 is issued under 
and in accordance with sections 301 and 
354 of the Agricultural Adjustment Act 
of 1938, as amended, to proclaim the total 
supply and normal supply of rice for the 
marketing year beginning August 1,1962, 
and to proclaim that marketing quotas 
will be applicable to the 1963 crop of rice. 
Section 730.1403 is issued under and in 
accordance with sections 352 and 353 of 
the Agricultural Adjustment Act of 1938, 
as amended, to proclaim the national 
acreage allotment of rice for the calen¬ 
dar year 1963. Section 353(c) (6) of the 
act, as amended by section 301 of Public 
Law 85-835, 72 Stat. 994, provides that 
the national acreage allotment of rice 
for 1963 shall be not less than the total 
acreage allotted in 1956. 

(2) Section 730.1404 is issued under 
and in accordance with section 353 of the 
Agricultural Adjustment Act of 1938, as 
amended, to apportion among the several 
States the national acreage allotment of 
rice for 1963 as proclaimed in § 730.1403 
hereof. Section 353 of the act provides 
that the national acreage allotment of 
rice for 1963, less a reserve of not to ex¬ 
ceed one per centum for apportionment 
to farms receiving inadequate allotments, 
shall be apportioned among the States 
in the same proportion that they shared 
in the total acreage alloted in 1956. 

(3) Section 353(b) of the act, as 
amended by Public Law 85-443, author¬ 
izes the Secretary of Agriculture under 
certain circumstances to divide any 
State into two administrative areas to be 
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designated “producer administrative 
area” and “farm administrative area”, 
and provides that if any State is so di¬ 
vided into administrative areas the term 
“State acreage allotment” for the pur¬ 
poses of section 353 of the Agricultural 
Adjustment Act of 1938, as amended, 
shall be deemed to mean that part of the 
State acreage allotment apportioned to 
each administrative area. 

(4) Section 353(c)(1) of the act, as 
amended by Public Law 85-443, provides 
that if any State is divided into adminis¬ 
trative areas the allotment for each area 
shall be determined by apportioning the 
State acreage allotment among counties 
as provided in section 353(c) of the Ag¬ 
ricultural Adjustment Act of 1938, as 
amended, and totaling the allotments for 
the counties in such area. The acreage 
allotments for the “farm administrative 
area” and “producer administrative area” 
in the State of Louisiana which are set 
out in § 730.1404 were determined by 
apportioning the State acreage allotment 
for Louisiana among the counties in the 
State in the same proportion which each 
such county shared in the total acreage 
allotted in the State in 1956, as provided 
in section 353(c)(1) of the Agricultural 
Adjustment Act of 1938, and totaling the 
allotments for the counties in each such 
area. 

(b) The findings and determinations 
made in §§ 730.1402, 730.1403, and 730.- 
1404 have been made on the basis of the 
latest available statistics of the Federal 
Government. The findings in § 730.1402 
show that marketing quotas are required 
for the 1963 crop of rice. The determi¬ 
nations made in § 730.1403 indicate the 
amount of the 1963 national acreage al¬ 
lotment of rice. 

(c) Prior to taking action herein, public 
notice (27 F.R. 9612) was given in ac¬ 
cordance with the Administrative Pro¬ 
cedure Act (5 U.S.C. 1003), that the 
Secretary was preparing to determine 
whether marketing quotas are required 
for the 1963 crop of rice, to determine 
and proclaim the national acreage allot¬ 
ment of rice for 1963, and to apportion 
among the States the 1963 national acre¬ 
age allotment of rice. No data, views, or 
recommendations pertaining thereto 
were submitted pursuant to such notice. 

(d) The Agricultural Adjustment Act 
of 1938, as amended, requires that the 
proclamation with respect to marketing 
quotas for the 1963 crop of rice be issued 
not later than December 31, 1962; that 
the referendum to determine whether 
farmers are in favor of or opposed to such 
quotas be held within 30 days after the 
issuance of the proclamation; and that 
insofar as practicable operators of farms 
be notified of their farm rice acreage 
allotments prior to the holding of the 
referendum. Therefore, it is necessary 
to waive the 30-day effective date provi¬ 
sion of section 4 of the Administrative 
Procedure Act and such provision is 
hereby waived. Accordingly, the regu¬ 
lations in §§ 730.1401 to 730.1404, inclu¬ 
sive, shall become effective upon the date 
of their publication in the Federal 
Register. 


§ 730.1402 Marketing quotas on 1963 
crop of rice. 

The total supply of rice in the United 
States for the marketing year beginning 
August 1, 1962, is determined to be 69,229 
thousand hundredweight (rough basis). 
The normal supply of rice for such mar¬ 
keting year is determined to be 66,344 
thousand hundredweight. Since the 
total supply of rice for the 1962-63 mar¬ 
keting year exceeds the normal supply 
for such marketing year, marketing 
quotas shall be in effect on the 1963 crop 
of rice. 

§ 730.1403 National acreage allotment 
of rice for 1963. 

The normal supply of rice for the mar¬ 
keting year commencing Aug^xst 1, 1963, 
is determined to be 69,029 thousand 
hundredweight (rough basis). The car¬ 
ryover of rice on August 1, 1963, is deter¬ 
mined to be 8,175 thousand hundred¬ 
weight. Therefore, the production of rice 
needed in 1963 to make available a total 
supply of rice for the 1963-64 marketing 
year equal to the normal supply for such 
marketing year is 60,854 thousand hun¬ 
dredweight. The national average yield 
of rice for the five calendar years, 1958 
through 1962 is determined to be 3,347 
pounds per planted acre. The national 
acreage allotment of rice for 1963 com¬ 
puted on the basis of the production of 
rice needed in 1963 and the national 
average yield per planted acre of rice for 
the five calendar years, 1958 through 
1962, is 1,818,166 acres. Since this 
amount is more than the total acreage 
allotted in 1956, which is the minimum 
for 1963 provided by law, the national 
acreage allotment of rice for the calendar 
year 1963 shall be 1,818,166 acres. 

§ 730.1404 Apportionment of 1963 na¬ 
tional acreage allotment of rice 
among the several States. 

The national acreage allotment pro¬ 
claimed in § 730.1403, less a reserve of 
200 acres, is hereby apportioned among 
the several rice-producing States as 
follows: 


State: Acres 

Arizona _ 252 

Arkansas- 439,019 

California__ 329 , 822 

Florida- 1,053 

Illinois_ 22 

Louisiana: .- 

Producer administrative area- 18, 651 
Farm administrative area_ 503, 984 


State total_ 522 , 635 

Mississippi _ 51,354 

Missouri _ 5, 245 

North Carolina_ 42 

Oklahoma_ 164 

South Carolina_ 3,132 

Tennessee_ 569 

Texas-- 464,657 


Effective date: Date of publication in 
the Federal Register. 

Signed at Washington, D.C., on De¬ 
cember 13, 1962. 

Charles S. Murphy, 
Acting Secretary . 

[F.R. Doc. 62-12585; Filed, Dec. 19, 1962; 
8:50 a.m.] 


Title 13—BUSINESS CREDIT 
AND ASSISTANCE 

Chapter I—Small Business 
Administration 

[Arndt. 5] 

PART 105—STANDARDS OF 
CONDUCT 


In Part 105, §§ 105.2 (26 F.R. 8447) 

105.3- 1, as amended (26 F.R. 8447 27 

F.R. 4833), 105.3-2 (26 F.R. 8447) 

105.3- 3 (26 F.R. 8447), 105.4-2 as 

amended (26 F.R. 8447, 27 F.R. 5653) 
and 105.4-3, as amended (26 F.R. 8447 
27 F.R. 5653) are revised to read as 
follows: 


§ 105.2 Definitions. 

As used in this part: 

(a) “Administration” shall mean the 
Small Business Administration. 

(b) “Administrator” shall mean the 
Administrator of the Small Business 
Administration. 

(c) “Employee” shall mean an em¬ 
ployee of the Small Business Adminis¬ 
tration, regardless of his or her grade, 
status, tenure or place of employment] 
including employees on leave with pay 
or on leave without pay other than ex¬ 
tended military leave. 

(d) “Special employee” shall mean an 
officer or employee of the Small Business 
Administration, who is retained, desig¬ 
nated, appointed, or employed to per¬ 
form, with or without compensation, for 
not to exceed 130 days during any period 
of 365 consecutive days, temporary du¬ 
ties either on a full time or intermittent 
basis. Members of Small Business Ad¬ 
visory Councils are not included in this 
definition. 

(e) “Department” shall mean any de¬ 
partment, agency, independent estab¬ 
lishment or wholly owned corporation 
of the United States Government. 

§ 105.3—1 Former employees. 

(a) No employee, or special employee, 
shall, within one year after his employ¬ 
ment has ceased with the Administra¬ 
tion, appear personally before any court 
or department as agent, or attorney for, 
anyone other than the United States in 
connection with any proceeding, appli¬ 
cation, request for a ruling or other 
determination, contract, claim, contro¬ 
versy, charge, accusation, arrest, or 
other particular matter, involving a spe¬ 
cific party or parties, in which the 
United States is a party or directly and 
substantially interested, and which was 
under his official responsibility as an 
officer or employee of the Administra¬ 
tion at any time within a period of one 
year prior to the termination of such 
responsibility. 18 U.S.C. 207 makes such 
an act a criminal offense. 1 

(b) No employee or special employee 
shall ever, after his employment has 
ceased, knowingly act as agent or at¬ 
torney for anyone other than the United 


1 18 U.S.C. 201, 203, 205, 207, and 208 (Pub¬ 
lic Law 87-849) informationally cited in this 
Amendment 5 to Part 105 take effect on 
January 21,1963. 
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States in connection with any judicial 
or other proceeding, application, request 
for a ruling or other determination, con¬ 
tract, claim, controversy, charge, accu¬ 
sation, arrest, or other particular mat¬ 
ter, involving a specific party or parties, 
in which the United States is a party 
or has a direct and substantial interest 
and in which he participated personally 
and substantially as an officer or em¬ 
ployee, through decision, approval, dis¬ 
approval, recommendation, the render¬ 
ing of advice, investigation, or other¬ 
wise, while so employed. 18 U.S.C. 207 
makes such an act a criminal offense. 1 

(c) A former employee or a former 
special employee, who has outstanding 
scientific or technological qualifications, 
may, paragraphs (a) and (b) of this 
section notwithstanding, act as attorney 
or agent or appear personally in con¬ 
nection with a particular matter within 
the Administration in a scientific or 
technological field provided the Admin- 

, istrator first certifies in writing, pub¬ 
lished in the Federal Register, that the 
national interest would be served by such 
action or appearance by the former em¬ 
ployee. 

(d) A former employee who occupied 
a position or engaged in activities in¬ 
volving discretion with respect to the 
granting of assistance under the Small 
Business Act, as amended, or the Small 
Business Investment Act of 1958, as 
amended, is disqualified from accepting 
any employment with or being retained 
by any business concern which has been 
given assistance by the Administration, 
for a period of two years following the 
date of such assistance, if such date 
falls within the period of his employment 
with the Administration or within a year 
after such employment has ceased. All 
clerical employees of the Administration 
and all non-clerical employees of the 
Office of Information Services, Office of 
Organization and Management, Office of 
Personnel, Office of Program Analysis, 
Office of Finance and Accounts, and Of¬ 
fice of Budget, do not occupy positions 
and are not engaged in activities involv¬ 
ing discretion with respect to the grant¬ 
ing of assistance under the Small Busi¬ 
ness Act, as amended, and the Small 
Business Investment Act of 1958, as 
amended. The discretionary nature of 
the position and activities of other em¬ 
ployees shall be determined by the Ad¬ 
ministrator at such time as the employee 
terminates his employment with the 
Small Business Administration. 

§ 105.3—2 Present employees and claims 
against or business with the Govern- 
mcnt 

(a) No employee, otherwise than in 
the proper discharge of his official 
duties, shall act as agent or attorney 
for prosecuting any claim against the 
United States or receive any gratuity, or 
any share of or interest in any such 
claim in consideration of assistance in 
the prosecution of such claim; nor shall 
he act as agent or attorney for anyone 
before any department, agency, court- 
martial, officer, or any civil, military, or 
naval commission in connection with any 
proceeding, application, request for a 
ruling or other determination, contract, 

1 See footnote on p. 12612. 


claim, controversy, charge, accusation, 
arrest or other particular matter in 
which the United States is a party or has 
a direct and substantial interest; nor 
shall he ask for nor receive any com¬ 
pensation, otherwise than as provided 
by law for the proper discharge of official 
duties, for any services rendered or to 
be rendered by himself or another in 
relation to such matters. 18 U.S.C. 203 
and 205 make such activity a criminal 
offense. 1 

(b) A special employee shall be sub¬ 
ject* to paragraph (a) of this section 
only in relation to a particular matter, 
involving a specific party or parties, 

(1) In which he has at any time par¬ 
ticipated personally and substantially 
as an employee or as » special employee 
through decision, approval, disapproval, 
recommendation, the rendering of ad¬ 
vice, investigation or otherwise, or 

(2) Which is pending in the Adminis¬ 
tration while he is serving as such spe¬ 
cial employee. 18 U.S.C. 205 provides 
criminal penalties for such activities. 1 

(c) A special employee who has served 
no more than 60 days in the Adminis¬ 
tration during the immediately preced¬ 
ing period of 365 consecutive days is 
subject to all the limitations of para¬ 
graph (b) of this section except sub- 
paragraph (2) of paragraph (b) of this 
section. 

(d) Notwithstanding the provisions of 
paragraphs (a), (b) and (c) of this 
section, 

(1) If the Director of Personnel or 
with respect to regional employees oc¬ 
cupying non-technical positions grade 
GS-7 or below, the Regional Director 
for the region to which such employee 
is assigned, approves, employees and 
special employees may act, with or with¬ 
out compensation, as agent or attorney 
for his parents, spouse, child, or any 
person for whom, or for any estate for 
which, he is serving as guardian, execu¬ 
tor, administrator, trustee, or other 
personal fiduciary except in those mat¬ 
ters in which he has participated per¬ 
sonally and substantially as an employee, 
through decision, approval, disapproval, 
recommendation, the rendering of ad¬ 
vice, investigation, or otherwise, or which 
are the subject of his official responsi¬ 
bility. Prior to granting such approval 
the Director of Personnel or the Regional 
Director, as the case may be, shall ob¬ 
tain the advice of the Ad Hoc Committee 
concerning the propriety of granting the 
approval. 

(2) An employee, if not inconsistent 
with the faithful performance of his 
duties, may act without compensation 
as agent or attorney for any person who 
is the subject of disciplinary, loyalty, or 
other personnel administration proceed¬ 
ings in connection with those proceed¬ 
ings. 

(e) A special employee may act as 
agent or attorney for another person in 
the performance of work under a grant 
by, or a contract with or for the benefit 
of, the United States provided that 

(1) The approval of such employment 
is received from the Assistant Adminis¬ 
trator (Management). 

(2) The head of the department con¬ 
cerned with the grant or contract cer¬ 


tifies in writing that the national inter¬ 
est so requires, and 

(3) Such certification is published in 
the Federal Register. 

(f) No employee shall participate in 
any business transaction with the Ad¬ 
ministration, directly or indirectly, as an 
agent, representative, attorney, partner 
or principal, except as may be author¬ 
ized by this section and § 105.4-3 of this 
part. 

(g) No employee shall recommend or 
suggest the use of any individual, firm, 
corporation, or other non-governmental 
entity offering any service as consultant, 
agent, representative, attorney, expe¬ 
diter, or “specialist,” for the purpose of 
assisting in any negotiations, transac¬ 
tions, or other business with the Admin¬ 
istration or with any other Government 
department. 

§ 105.3—3 Gratuities or compensation 
from non-Government sources. 

(a) No employee shall accept any 
present, decoration or other thing from 
any foreign government except as au¬ 
thorized by Act of Congress or otherwise 
authorized by law. • 

(b) No employee shall receive any sal¬ 
ary, contribution to or supplementation 
of salary, as compensation for his serv¬ 
ices as an employee of the Administra¬ 
tion from any source other than the 
United States Government except as may 
be authorized by law. 18 U.S.C. 209 
provides criminal penalties for doing so. 1 

(c) Special employees and employees 
serving without compensation are ex¬ 
empt from the provisions of paragraph 
(b) of this section. 

(d) Employees may, notwithstanding 
the jpro visions of paragraph (b) of this 
section, continue to participate in a bona 
fide pension, retirement, group life, 
health or accident insurance, profit- 
sharing, stock bonus, or other employee 
welfare or benefit plan maintained by a 
former employer; provided that, in re¬ 
spect to profit-sharing and stock bonus 
participation, the Ad Hoc Committee de¬ 
termine that such participation by the 
employee will not interfere with the per¬ 
formance of his duties. 

(e) No employee, or special employee, 
shall ask, demand, exact, solicit, seek, 
accept, receive or agree to receive any¬ 
thing of value for himself or for any 
other person or entity, in return for 
being influenced in his performance of 
any official act, for being influenced to 
commit or aid in committing, or to col¬ 
lude in, or allow, any fraud, or make 
opportunity for the commission of any 
fraud, on the United States or for being 
induced to do or omit to do any act in 
violation of his official duty. 18 U.S.C. 
201 provides criminal penalties for such 
actions. 1 

(f) No employee, or special employee, 
shall accept any gratuity, or favor of 
any nature whatsoever, directly or in¬ 
directly, from any person, firm, corpo¬ 
ration or other entity, which has or is 
doing business or proposes to do busi¬ 
ness with the Administration. 

(g) No employee shall solicit or 
receive a bribe of any kind to support 
or influence decisions for the hiring of 
any person as an employee in the United 
States Government. 18 U.S.C. 211 
makes such activity a criminal offense. 
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(h) No employee shall, under color or 
pretense of his office, commit or attempt 
to commit an act of extortion. 18 U.S.C. 
872 makes such an act a criminal offense. 

§ 105.4-2 Interest in firms receiving 
SBA assistance and other firms. 

(a) No employee, his spouse, nor 
members of his immediate household 
shall purchase or otherwise acquire any 
interest, as a stockholder or otherwise, 
in any concern while an application of 
such concern for assistance from the 
Small Business Administration is pend¬ 
ing and for a period of two years after 
such assistance is granted, regardless 
of whether the concern is a publicly held 
corporation. 

(b) No employee, or special employee, 
shall participate personally and substan¬ 
tially as an Administration employee, 
through decision, approval, disapproval, 
recommendation, the rendering of ad¬ 
vice, investigation, or otherwise, in a 
judicial or other proceeding, application, 
request for a ruling or other deter¬ 
mination, contract, claim, controversy, 
charge, accusation, arrest or other par¬ 
ticular matter in which, to his knowledge, 
he, his spouse, minor child, partner, 
organization in which he is serving as 
officer, director, trustee, partner or em¬ 
ployee, or any person or organization 
with whom he is negotiating or has any 
arrangement concerning prospective em¬ 
ployment, has a financial interest 
without 

(1) Making a full disclosure of the 
facts to the Ad Hoc Committee and 

(2) Obtaining a written determina¬ 
tion by the Administrator that such 
financial interest is not so substantial 
as to be deemed likely to affect the 
integrity of the services which the Ad¬ 
ministration may expect from such em¬ 
ployee. 18 U.S.C. 208 makes non- 
compliance a criminal offense. 1 

§ 105.4—3 Assistance by the Administra¬ 
tion to businesses owned by or em¬ 
ploying officers, employees or special 
employees of the Federal Govern¬ 
ment or members of Small Business 
Advisory Councils. 

No assistance, other than disaster 
loans, shall be furnished to a business 
enterprise when the sole proprietor, a 
partner, an officer or director thereof, or 
a stockholder with a ten or more percent 
interest therein: 

(a) Is (1) an employee of the Ad¬ 
ministration or an employee in GS-13 
or its equivalent, or higher, of any other 
department in the executive branch, or 
(2) an officer of the rank of major or 
lieutenant commander or its equivalent, 
or higher, in the Armed Services of the 
United States, or (3) an appointed con¬ 
sultant or special employee of the Ad¬ 
ministration, or a member of a Small 
Business Advisory Council, or (4) a 
spouse of any of the above, 

without the prior approval of the Ad 
Hoc Committee, or 

(b) Is (1) an employee in Grade GS- 
12 or its equivalent or lower, of any 
other department in the executive 
branch, or (2) a member of tl>e Armed 


1 See footnote on p. 12612. 
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Services of the United States of the rank 
of captain or lieutenant senior grade, or 
its equivalent, or lower, or (3) a spouse 
of any of the above, 

without a prior written statement of no 
objection by the pertinent department 
or Armed Service of the United States. 

Effective date: December 17,1962. 

John E. Horne, 
Administrator. 

[F.R. Doc. 62-12567; Filed, Dec. 19, 1962; 

8:48 a.m.J 

Title 14-AERONAUTICS AND 
SPACE ✓ 

Chapter I—Federal Aviation Agency 

SUBCHAPTER A—CIVIL AIR REGULATIONS 

[Reg. Docket No. 1160; Arndt. No. 60-30] 

PART 60—AIR TRAFFIC RULES 
Avoidance of Disaster Areas 

On April 6, 1962, notice was given in 
Draft Release No. 62-17 (27 F.R. 3818), 
that the Federal Aviation Agency (FAA) 
had under consideration the addition of 
§ 60.28, “Avoidance of disaster areas,” to 
Part 60 of the Civil Air Regulations. The 
rule would prohibit the flight of nones¬ 
sential aircraft within disaster areas 
designated to encompass certain types 
of aircraft and train accidents, forest 
fires, earthquakes, floods and similar dis¬ 
asters. The reasons for the proposed 
amendment were outlined in detail in the 
draft release. 

To ensure that the views of interested 
persons were fully considered, an infor¬ 
mal conference was held in Washington, 
D.C., on November 14, 1961, prior to the 
issuance of the notice of proposed rule 
making. The majority of the user or¬ 
ganizations were represented, as were 
agencies concerned with search and res¬ 
cue activities and many news organiza¬ 
tions. The comments received at the 
conference proved extremely valuable in 
development of the rule proposed in the 
draft release. 

In commenting on the draft release, 
the news media groups stressed the time 
critical nature of news reporting. They 
recommended that the rule or the im¬ 
plementing FAA procedures provide for 
immediate recourse to higher authority 
in the event they are denied permission 
to operate at altitudes which they con¬ 
sider necessary. Denial of entry at alti¬ 
tudes being used by relief aircraft must 
be based op the objective determination 
of the person responsible for relief activ¬ 
ities. His decision, based on a first¬ 
hand knowledge of the situation, should 
not be open to debate at that point. 
The Agency will, however, in the course 
of development of the implementing 
procedures, recommend guidelines as to 
when entry should be granted or denied. 
We will stress the responsibility which 
news organizations have to the public 
and will provide for all practicable as¬ 
sistance and cooperation. 

One free-lance writer interpreted the 
proposal as requiring advance accredita¬ 


tion for news media aircraft and sug¬ 
gested that in-flight notification be per¬ 
mitted. The proposal did permit 
in-flight notification and approval, as 
does the rule adopted herein. We also 
recognize that most news organizations 
secure aircraft on an immediate rental 
basis to cover news incidents. There¬ 
fore, all that the rule requires is carriage 
of accredited newsmen on a bona fide 
newsgathering mission. 

The intent of the proposed rule was 
supported by most of the aircraft user 
groups which replied. However, some 
did recommend certain modification. 
The Air Transport Association and the 
Helicopter Association of America were 
concerned that pilots might not have 
Notices to Airmen (NOTAMs) available 
in all cases and might inadvertently en¬ 
ter a disaster area. The latter group felt 
that the rule should specifically exempt 
those pilots who unknowingly enter a 
disaster area. They said that even 
though no penalties were assessed for 
such violations, it would be unfair even 
to cause the pilot technically to be in 
violation. The Agency recognizes the 
possibility of inadvertent entry but con¬ 
siders it undesirable to include these 
occurrences as exceptions to the rule. 
All the circumstances would, of course, 
be weighed in such an event. Certainly, 
proper discretion and prompt departure 
of the disaster area when the facts be¬ 
come known to the pilot would serve to 
mitigate his unintentional entry of the 
area. 

The Aircraft Owners and Pilots Asso¬ 
ciation contends that a disaster area 
should be established only when aerial 
relief operations are actually in progress 
or are imminent. AOPA considers that 
designation in other cases would be an 
unwarranted restriction of airspace. 
The draft release preamble stressed the 
collision potential that exists even 
though relief aircraft are not being used. 
Curiosity seekers often congregate over 
a disaster site and become a hazard to 
each other. 

There was some comment that such a 
rule would be self-defeating since it 
would focus attention on an area which 
might otherwise go virtually unnoticed. 
Presently, most pilots voluntarily avoid 
disaster areas after an informational 
NOT AM has been issued. Their coop¬ 
eration has made these voluntary pro¬ 
cedures effective to a certain degree. 
While we recognize that attention will 
be focused on these disaster sites, we 
consider that the legal prohibition on 
entering the disaster area will prove to 
be a strong deterrent and will result in 
greater effectiveness. 

Two forestry groups recommended 
that the ceiling of disaster areas be 
raised to as high as 2,000 feet above the 
essential air activity. They maintain 
that greater vertical separation from air¬ 
borne fire fighting activities is required 
because of the reduction in visibility 
from the smoke. A pilot operating 
under such conditions would still be 
governed by the visibility minimums of 
Part 60. Therefore, we consider that 
the current regulations plus the rule 
adopted herein will amply prohibit im¬ 
prudent operations in such areas. 
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The forestry groups also recommended 
that disaster areas be designated for all 
forest fires. The draft release preamble 
discussed the manner in which a disaster 
area would be established around a for¬ 
est fire. That is, the Fire Air Officer 
would forward his recommendation to 
the appropriate FAA air route traffic 
control center which would then estab¬ 
lish the area by NOTAM. Decision as to 
whether a disaster area is warranted 
would rest with the Fire Air Officer. An 
area could, therefore, be established 
around any forest fire where the cir¬ 
cumstances justified. 

Two comments discussed disasters on 
or near an airport having a control 
tower. One suggestion was that the 
control tower operator be given authority 
to impose conditions comparable to those 
proposed in the rule even though a dis¬ 
aster area was not designated. The 
particular circumstances would dictate 
whether a disaster area should be 
created. However, the specific author¬ 
ity is not required in this rule because 
basically the same results would be ob¬ 
tained through the use of § 60.18, “Op¬ 
eration on and in the vicinity of an 
airport.” Section 60.18, among other 
things, requires aircraft to avoid the 
five-mile airport traffic area unless op¬ 
erating to or from an airport within the 
area, requires two-way radio communi¬ 
cations with federally operated control 
towers, imposes a speed limit, and estab¬ 
lishes a left-hand traffic pattern direc¬ 
tion for fixed-wing aircraft. The con¬ 
trol tower can authorize deviation from 
any of these requirements. Even if the 
accident should occur on the airport 
itself, the airport would be kept open 
to the extent practicable. 

Two comments suggested that the Fed¬ 
eral Aviation Agency immediately send 
traffic controllers to the disaster scene 
to provide air traffic control service. 
This course has been studied, however, 
personnel and equipment considerations 
presently make this impractical in most 
instances. The Federal Aviation Agency 
has recently entered into a Memorandum 
of Agreement entitled, “Airspace Control 
in Search and Rescue and Disaster Re¬ 
lief Areas” with the Department of De¬ 
fense, the United States Coast Guard, 
the Forest Service, and the Office of 
Emergency Planning. The Agreement 
sets forth certain actions which will be 
taken by the signatories in development 
of the over-all plan. The Federal 
Aviation Agency has agreed to determine 
the feasibility of providing airport 
traffic control personnel and equipment 
to designated operating bases when re¬ 
quested by appropriate disaster control 
authorities. 

In consideration of the foregoing, Part 
60 of the Civil Air Regulations is 
amended to add: 

§ 60.28 Avoidance of disaster areas. 

(a) Whenever the Administrator de¬ 
termines it to be necessary, the airspace 
below 2,000 feet above the surface over 
and within five statute miles of an air¬ 
craft or train accident, forest fire, earth¬ 
quake, flood, or other disaster of sub¬ 
stantial magnitude will be designated a 
disaster area. Designation will be made 
in a Notice to Airmen. 


(b) Aircraft may not be flown within a 
disaster area except under the following 
conditions: 

(1) Aircraft participating in airborne 
relief activities may be operated under 
the direction of the Agency responsible 
for relief activities. 

(2) Aircraft may be operated to or 
from an airport within the area if they 
do not hamper or endanger relief ac¬ 
tivities. 

(3) When flight around or above the 
area is impractical due to weather, ter¬ 
rain, or other considerations, aircraft 
may be operated en route through the 
area if they do not hamper or endanger 
relief activities and prior notice is given 
to the Air Traffic Service facility speci¬ 
fied in the Notice to Airmen. 

(4) Aircraft may be operated through 
the area when specifically authorized 
under an IFR air traffic control clear¬ 
ance. 

(5) Aircraft carrying properly ac¬ 
credited news representatives or persons 
on official business pertaining to the dis¬ 
aster may be operated within the area. 
However, they shall be operated in ac¬ 
cordance with § 60.17 and other applica¬ 
ble Civil Air Regulations and they may 
not be operated at or below altitudes 
being used by relief aircraft unless they 
have the specific approval of the Agency 
responsible for relief activities. Such 
approval, together with any special in¬ 
structions; will normally be obtained 
through the Air Traffic Service facility 
specified in the Notice to Airmen. A 
flight plan containing the following shall 
be filed for news media and official busi¬ 
ness aircraft prior to operating in a dis¬ 
aster area: 

(i) Aircraft identification, type, and 
color; 

(ii) Radio communications fre¬ 
quencies to be used; 

(iii) Proposed time of entry and exit 
of the disaster area; 

(iv) Name of news media or other 
purpose of flight, and 

(v) Any other information deemed 
necessary by air traffic control. 

(Sec. 307, 72 Stat. 749, 49 U.S.C. 1348) 

This regulation is effective on March 
20,1963. 

Issued in Washington, D.C., on De¬ 
cember 13,1962. 

N. E. Halaby, 
Administrator. 

[P.R. Doc. 62-12542; Filed, Dec. 19, 1962; 

8:45 a.m.] 


SUBCHAPTER E—AIRSPACE [NEW] 

[Airspace Docket No. 62-EA-75] 

PART 71—designation of fed¬ 
eral AIRWAYS, CONTROLLED AIR¬ 
SPACE, AND REPORTING POINTS 
[ NEW ] 

Alteration of Federal Airways and 
Reporting Points; Amendment 

On November 24, 1962, Federal Regis¬ 
ter Document 62-11613 was published in 
the Federal Register (27 F.R. 11531) 
which amended §§ 71.123, 71.143, 71.203 
and 71.205 of the Federal Aviation Regu¬ 
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lations by changing the name of the 
Tower City, Pa., VORTAC to the Ravine, 
Pa., VORTAC. 

Due to an oversight an amendment to 
§ 71.191 was inadvertently omitted. This 
amendment would change the terminat¬ 
ing point of V-1516 Positive Control 
Route Segment from Tower City, Pa., to 
Ravine, Pa. 

Since this change is editorial in nature 
and will not assign or reassign the use 
of navigable airspace, notice and public 
procedure hereon are unnecessary and 
the effective date of the final rule as 
initially adopted may be retained. 

In consideration of the foregoing and 
pursuant to the authority delegated to 
me by the Administrator (25 F.R. 12582), 
effective immediately, Federal Register 
Document 62-11613 (27 F.R. 11531) is 
altered as follows: 

Item 5 is added. 

5. Section 71.191 (27 F.R. 220-156, No¬ 
vember 10,1962). 

(Sec. 307(a), 72 Stat. 749; 49 U.S.C. 1348) 

Issued in Washington, D.C., on De¬ 
cember 13,1962. 

Clifford P. Burton, 

Chief, 

Airspace Utilization Division. 

[F.R. Doc. 62-12545; Filed, Dec. 19, 1962; 

8:45 a.m.] 


[Airspace Docket No. 62-AL-13] 

PART 71—designation of fed¬ 
eral AIRWAYS, CONTROLLED AIR¬ 
SPACE, AND REPORTING POINTS 
[ NEW ] 

Revocation and Designation of 
Federal Airway 

The purpose of these amendments to 
Part 71 (New) of the Federal Aviation 
Regulations is to revoke the north alter¬ 
nate of VOR Federal airway No. 440 and 
to designate a new VOR airway in the 
Anchorage, Alaska, area. 

Parts 600 and 601 of the regulations 
of the Administrator have been con¬ 
solidated and recodified into a new Part 
71 of the Federal Aviation Regulations 
which will become effective December 
12,1962 (27 F.R. 10352, 220-2). The air¬ 
space actions taken herein reflect the 
new* format and numbering system 
adopted for these Parts. 

The north alternate of Victor 440 ex¬ 
tends from the Anchorage VOR to the 
Puntilla Lake, Alaska, RBN via the 
Skwentna, Alaska, RR. Due to the lack 
of VOR navigational guidance for the 
Skwentna to Puntilla Lake segment of 
this alternate airway, this north alter¬ 
nate of Victor 440 is being revoked. To 
retain the advantages of the terminal 
routing afforded by the Anchorage to 
Skwentna segment of this alternate air¬ 
way, it is being redesignated as Victor 
463. Since this segment of the north 
alternate being redesignated transverses 
Restricted Area R-2201, it is necessary 
to delete the reference to R-2201 in the 
description of Victor 440 and add it to 
the description Victor 463. 

Since these amendments impose no 
additional burden on any person, and 
do not involve the designation of addi- 
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tional controlled airspace, notice and 
public procedure hereon are ‘ unneces¬ 
sary. However, since it is necessary that 
sufficient time be allowed to permit ap¬ 
propriate changes to be made on aero¬ 
nautical charts, these amendments will 
become effective more than thirty days 
after publication. 

In consideration of the foregoing, and 
pursuant to the authority delegated to 
me by the Administrator (25 F.R. 12582) 
the following actions are taken: 

1. In § 71.125 (27 F.R. 220-36, Novem¬ 
ber 10, 1962) V-440 “RBN including an N 
alternate from Anchorage to Puntilla 
Lake RBN via Skwentna, Alaska, RR.” is 
deleted and “RBN.” is substituted there¬ 
for; and “The airspace within R-2201 
shall be used only after obtaining prior 
approval from appropriate authority.” is 
deleted. 

2. In § 71.125 (27 F.R. 220-36, Novem¬ 
ber 10, 1962) the following is added: 

V—463 From Anchorage, Alaska, to Skwent¬ 
na, Alaska, RR. The airspace within R-2201 
shall be used only after obtaining prior ap¬ 
proval from appropriate authority. 

These amendments shall become effec¬ 
tive 0001, e.s.t., February 7, 1963. 

(Sec. 307(a), 72 Stat. 749; 49 U.S.C. 1348) 

Issued in Washington, D.C., on Decem¬ 
ber 13, 1962. 

Clifford P. Burton, 

Chief , 

Airspace Utilization Division. 

I F.R. Doc. 62-12546; Filed, Dec. 19, 1962; 

8:45 a.m.] 


Chapter III—Federal Aviation Agency 

SUBCHAPTER C—AIRCRAFT REGULATIONS 

(Reg. Docket No. 1494; Arndt. 520] 

PART 507—AIRWORTHINESS 
DIRECTIVES 

Douglas Model DC—8 Aircraft 

Pursuant to the authority delegated to 
me by the Administrator (25 F.R. 6489), 
an airworthiness directive was adopted 
on November 21,1962, and made effective 
immediately because of the safety emer¬ 
gency involved as to all known United 
States operators of Douglas Model DC-8 
aircraft. The directive requires inspec¬ 
tion of the upper inboard spar cap struc¬ 
ture of the outboard pylons and repair 
of any found cracked. 

Since it was found that immediate cor¬ 
rective action was required in the interest 
of safety, notice and public procedure 
thereon were impracticable and contrary 
to the public interest and good cause 
existed for making the airworthiness di¬ 
rective effective immediately as to all 
known U.S. operators of Douglas Model 
DC-8 aircraft by individual telegrams 
dated November 21, 1962. These condi¬ 
tions still exist and the airworthiness 
directive is hereby published in the Fed¬ 
eral Register as an amendment to 
§ 507.10(a) of Part 507 (14 CFR Part 
507), to make it effective as to all persons. 
Douglas. Applies to DC-8 standard leading 
edge aircraft powered with JT3C, JT4A 
or Conway engines. 

Note: Does not apply to aircraft with ex¬ 
tended leading edge and to JT3D powered 
aircraft with standard leading edge. 
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Compliance required as indicated. 

As a result of failure of the upper inboard 
spar cap structure of the outboard pylons, 
accomplish the following: 

(a) Unless already accomplished within 
the last 425 hours’ time in service, within 
the next 25 hours’ time in service, inspect 
upper inboard spar cap structure of the 
outboard pylon for evidence of cracks. Gain 
access to the area to be inspected by remov¬ 
ing the pylon leading edge nose cap between 
Stations YOP 214 and 244 and access doors 
numbers 110, 113, 411, and 414. Using close 
visual or dye penetrant methods, inspect the 
upper inboard cap and adjacent structure 
for cracks in the area of Station YOP 230 
and at the edges of support fitting P/N 
3647306-501. 

(b) If cracks are found, repair in accord¬ 
ance with Douglas Drawing 5776811 or FAA- 
approved equivalent, prior to further flight. 

(c) If no cracks are found the inspections 
outlined above must be repeated at periods 
not to exceed 450 hours’ time in service from 
the last inspection. 

(d) The repetitive inspections may be dis¬ 
continued on aircraft repaired in accordance 
with Douglas Drawing 5776811 and on air¬ 
craft modified to incorporate preventative 
rework accomplished in accordance with 
FAA engineering approved technical data. 

(Douglas DC-8 Alert Service Bulletin A54- 
33 covers this same subject.) 

This amendment shall become effec¬ 
tive upon publication in the Federal 
Register for all persons except those to 
whom it was made effective immediately 
by telegram dated November 21, 1962. 

(Secs. 313(a), 601, 603; 72 Stat. 752, 775, 
776; 49 U.S.C. 1354(a), 1421, 1423) 

Issued in Washington, D.C., on De¬ 
cember 13, 1962. 

G. S. Moore, 

Acting Director , 
Flight Standards Service. 

[F.R. Doc. 62-12541; Filed, Dec. 19, 1962; 

8:45 a.m.] 


Title 21—FOOD AND DRUGS 

Chapter I—Food and Drug Adminis¬ 
tration, Department of Health, Edu¬ 
cation, and Welfare 

PART 121—FOOD ADDITIVES 

Zoalene in Feed for Chickens and 
Turkeys 

Correction 

In F.R. Doc. 62-11584, appearing at 
page 11546 of the issue for Saturday, 
November 24, 1962, a section heading 
reading “§ 121.207 Zoalene ” should be 
inserted as the second line of the second 
paragraph of the document. 


Title 22—FOREIGN RELATIONS 

Chapter I—Department of State 

[Dept. Reg. 108.486] 

PART 92—NOTARIAL AND RELATED 
SERVICES 

Miscellaneous Amendments 

By virtue of the authority vested in 
the Secretary of State by the Act of May 
26, 1949, as amended, 5 U.S.C. 151c, and 
by virtue of authority vested in me by 


section 310 of the Department’s Orga- 
nization Manual, Title 22 of the Code 
of Federal Regulations is amended as 
follows: 

1. Section 92.3 is amended to read as 
follows: 

§ 92.3 Consular districts. 

Where consular districts have been es¬ 
tablished, the geographic limits of the 
district determine the area in which no¬ 
tarial acts can be performed by the con¬ 
sular officer. See § 92.41(b) regarding 
authentication of the seals and signa¬ 
tures of foreign officials outside the con¬ 
sular district. 

2. Section 92.4(a) is amended to read 
as follows: 

§ 92.4 Authority of officers of the For- 
eign Service under the Federal law. 

(a) Every secretary of embassy or le¬ 
gation is authorized, whenever he is re¬ 
quired or deems it necessary or proper 
so to do, at the post, port, place, or 
within the limits of his embassy or lega¬ 
tion, and every consular officer of the 
United States is required whenever ap¬ 
plication is made to him therefor within 
the limits of his consulate, to adminis¬ 
ter to or take from any person any oath, 
affirmation, affidavit, or deposition, and 
to perform any notarial act which any 
notary public is required or authorized 
by law to do within the United States 
(R.S. 1750; secs. 3 and 7 of act of April 
5, 1906, 34 Stat. 99; 22 U.S.C. 1195, 1203). 
The language “within the limits of his 
consulate” is construed to mean within 
the geographic limits of his consular dis¬ 
trict. With respect to notarial acts per¬ 
formed away from his office, see § 92.7. 
Notarial acts shall be performed only if 
their performance is authorized by 
treaty provisions or is permitted by the 
laws or authorities of the country where¬ 
in the officer is stationed. 

3. Paragraphs (b) through (e) of 
§ 92.4 are retained in force unchanged. 

Section 92.7 is amended to read as 
follows: 

§ 92.7 Responsibility of officers of the 
Foreign Service. 

(a) As a rule notarial acts should be 
performed at the consular office. Where 
required by the circumstances of a par¬ 
ticular case and subject to the reason¬ 
ableness of the request, notarial acts may 
be performed elsewhere within the limits 
of the consulate subject to the assess¬ 
ment of the applicable fees under sub¬ 
heading “Services Rendered Outside of 
Office” of the Tariff of Fees (§ 22.1(a) 
of this chapter), as well as to payment 
by the interested party of the officer’s 
expenses in going to the place where 
the service is performed and returning 
to his office (§ 22.1(b) of this chapter). 

(b) As indicated in §§ 92.4, 92.5, and 
92.6, the authority of secretaries of em¬ 
bassy or legation as well as consular 
officers to perform notarial acts is gen¬ 
erally recognized. However, the func¬ 
tion is essentially consular, and notarial 
powers are in practice exercised by dip¬ 
lomatic officers only in the absence of a 
consular officer. Performance of no¬ 
tarial acts by an officer assigned in dual 
diplomatic and consular capacity shall 
be under his consular commission, ex- 
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cept in special circumstances. For ease 
of reference, the term “consular officer” 
is used in this part in discussing the 
notarial function of the Foreign Service. 

4. Section 92.67 is amended to read 
as follows: 

§ 92.67 Taking of depositions in United 
States pursuant to foreign letters 
rogatory. 

(a) Answering inquiries. A person 
who inquires regarding the taking of 
depositions in the United States in pur¬ 
suance of foreign letters rogatory may 
be given the information which appears 
in this section and in § 92.71. 

(b) Authority and procedure. The 
taking of depositions by authority of 
State courts for use in the courts of 
foreign countries is governed by the laws 
of the individual States. As respects 
Federal practice, the deposition of any 
witness within the United States for use 
in any judicial proceeding pending in 
any court in a foreign country with 
which the United States is at peace may 
be taken before a person authorized to 
administer oaths who is designated by 
the district court of the United States 
of any district where the witness resides 
or may be found (28 U.S.C. 1782). Pro¬ 
cedure in the taking of depositions in 
Federal practice is in accordance with 
the Rules of Civil Procedure for the 
United States District Courts (United 
States Code, Appendix to Title 28, rules 
26 through 37). 

(c) Formulation of letters rogatory . 
A letter rogatory customarily states the 
nature of the judicial assistance sought 
by the originating court, prays that this 
assistance be extended, incorporates an 
undertaking of future reciprocity in like 
circumstances, and makes some provi¬ 
sion for payment of fees and costs en¬ 
tailed in its execution. As respects Fed¬ 
eral practice, it is not required that a 
letter rogatory emanating from a foreign 
court be authenticated by a diplomatic 
or consular officer of the United States 
or that it be submitted through the 
diplomatic channel; the seal of the orig¬ 
inating court suffices. When testimony 
is desired, the letter rogatory should 
state whether it is intended to be taken 
upon oral or written interrogatories. If 
the party on whose behalf the testimony 
is intended to be taken will not be rep¬ 
resented by counsel, written interroga¬ 
tories should be attached. Except where 
manifestly unneeded (e.g., a Spanish- 
language letter rogatory intended for 
execution in Puerto Rico) or dispensed 
with by arrangement with the court, 
letters rogatory and interrogatories in a 
foreign language should be accompanied 
by English translations. 

(d) Addressing letters rogatory. To 
avert uncertainties and minimize possi¬ 
bilities for refusal of courts to comply 
with requests contained in letters roga¬ 
tory in the form in which they are pre¬ 
sented, it is advisable that counsel for 
the parties in whose behalf testimony 
is sought ascertain in advance if possi¬ 
ble, with the assistance of correspondent 
counsel in the United States or that of 
a consular representative or agent of his 
nation in the United States, the exact 
title of the court, Federal or State as 
the case may be, which will be prepared 
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to entertain the letter rogatory. In 
Federal practice the following form of 
address is acceptable: 

The United States District Court for the 

___District of_ 

(e.g. Northern, Southern) (State) 

(City) * (State) 

In instances where it is not feasible to 
ascertain the correct form of address 
at the time of preparation of the letter 
rogatory, and it will be left for counsel 
in the United States, or a consul or agent 
in the United States of the nation of 
origin of the letter rogatory to effect its 
transmission to an appropriate court, 
the following form may be used: “To the 
Appropriate Judicial Authority at (name 
of locality) ”. 

(e) Submitting letters rogatory to 
courts in the United States. A letter 
rogatory may be submitted to the clerk 
of the court of which assistance is 
sought, either in person or by mail. 
This may be direct by international mail 
from the originating foreign court. Al¬ 
ternatively, submission to the clerk of 
court may be effected in person or by 
mail by any party to the action at law 
or his attorney or agent, or by a consular 
officer or agent in the United States of 
the foreign nation concerned. To the 
extent that it can, the Department of 
State will extend procedural guidance 
to foreign diplomatic representatives in 
these matters, and will forward com¬ 
munications on their behalf to appro¬ 
priate Federal authorities in the execu¬ 
tive branch, and to executive authorities 
in the States. However, the Depart¬ 
ment of State is without authority to 
compel courts to comply with requests 
embodied in letters rogatory, review the 
conditions which courts may attach to 
fulfillment of requests, or override their 
findings on points of reciprocity, public 
order, costs, and the like. 

The regulations contained in this or¬ 
der shall become effective upon publi¬ 
cation in the Federal Register. The 
provisions of section 4 of the Adminis¬ 
trative Procedure Act (60 Stat. 238; 5 
U.S.C. 1003) relative to notice of pro¬ 
posed rule making and delayed effec¬ 
tive date are inapplicable to this order 
because the provisions thereof involve 
foreign affairs functions of the United 
States. 

For the Secretary of State. 

William H. Orrick, Jr., 
Deputy Under Secretary 

for Administration. 

November 26, 1962. 

[F.R. Doc. 62-12568; Piled, Dec. 19, 1962; 
8:49 a.m.] 

Title 28—JUDICIAL 
ADMINISTRATION 

Chapter I—Department of Justice 

[Order 291-62] 

MISCELLANEOUS AMENDMENTS TO 
CHAPTER 

Under and by virtue of the authority 
vested in me by section 161 of the Re¬ 


vised Statutes (5 U.S.C. 22) and section 2 
of Reorganization Plan No. 2 of 1950 (64 
Stat. 1261), it is hereby ordered as 
follows: 

PART o—organization of the 

DEPARTMENT OF JUSTICE 

Section 1. a. Subpart H of Part 0 
(relating to the organization of the De¬ 
partment of Justice, Order No. 271-62) 
of Title 28 of the Code of Federal Regu¬ 
lations is hereby amended to read as 
follows: 

Subpart H—Antitrust Division 

Sec. 

0.40 General functions. 

0.41 Special functions. 

0.42 Authority to furnish certain reports 
relating to proposed mergers of 
banks. 

Authority: §§ 0.40 to 0.42 issued under 
R.S. 161; 5 U.S.C. 22; sec. 2, Reorg. Plan No. 2 
of 1950, 3 CFR, 1949-1953 Comp., 64 Stat. 
1261. 

§ 0.40 General functions. 

Subject to the general supervision and 
direction of the Attorney General, the 
following-described matters are assigned 
to, and shall be conducted, handled, or 
supervised by, the Assistant Attorney 
General in charge of the Antitrust 
Division: 

(a) General enforcement, by criminal 
and civil proceedings, of the Federal 
antitrust laws and other laws relating to 
the protection of competition and the 
prohibition of restraints of trade and 
and monopolization, including conduct 
of surveys of possible violations of anti¬ 
trust laws, conduct of grand jury pro¬ 
ceedings, issuance and enforcement of 
civil investigative demands, civil actions 
to obtain orders and injunctions, civil 
actions to recover forfeitures or damages 
for injuries sustained by the United 
States as a result of antitrust law viola¬ 
tions, proceedings to enforce compliance 
with final judgments in antitrust suits, 
and negotiation of consent judgments in 
civil actions; criminal actions to impose 
penalties including actions for the im¬ 
position of penalties for conspiring to 
defraud the Federal Government by 
violation of the antitrust laws; partici¬ 
pation as amicus curiae in private anti¬ 
trust litigation; and prosecution or 
defense of appeals in antitrust pro¬ 
ceedings. 

(b) Intervention or participation be¬ 
fore administrative agencies functioning 
wholly or partly under regulatory 
statutes in administrative proceedings 
which require an accommodation be¬ 
tween the purposes of the antitrust laws 
and the purposes of such statutes, in¬ 
cluding such agencies as the Federal 
Trade Commission, Federal Reserve 
Board, Interstate Commerce Commis¬ 
sion, Civil Aeronautics Board, Federal 
Communications Commission, Federal 
Maritime Commission, and Federal 
Power Commission, except proceedings 
referred to any agency by a Federal 
court as an incident to litigation being 
conducted under the supervision of an¬ 
other division in this Department. 

(c) Developing procedures to imple¬ 
ment, receiving information, maintain¬ 
ing records, and preparing reports by the 
Attorney General to the President as re- 
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quired by Executive Order No. 10936 of 
April 25, 1961 (26 F.R. 3555), relating to 
identical bids submitted to Federal and 
State departments and agencies. 

(d) As the delegate of the Attorney 
General, furnishing reports and sum¬ 
maries thereof, respecting the competi¬ 
tive factors involved in proposed mergers 
or consolidations of insured banks, re¬ 
quired by subsection (c) of section 18 of 
the Federal Deposit Insurance Act (64 
Stat. 891), as amended (12 U.S.C. 1828 

(c)), and furnishing the advice regard¬ 
ing the proposed disposition of surplus 
Government property required by sec¬ 
tion 207 of the Federal Property and Ad¬ 
ministrative Services Act (63 Stat. 391), 
as amended (40 U.S.C. 488), 

(e) Preparing the approval or disap¬ 
proval of the Attorney General whenever 
such action is required by statute from 
the standpoint of the antitrust laws as 
a prerequisite to the development of De¬ 
fense Production Act voluntary programs 
or agreements and small business pro¬ 
duction or raw material pools or the na¬ 
tional defense program or atomic energy 
matters, and advising the Attorney Gen¬ 
eral with respect to the disposal of prop¬ 
erty formerly held by enemy aliens. 

(f) Assembling information and pre¬ 
paring reports required or requested by 
the Congress or the Attorney General as 
to the effect upon the maintenance and 
preservation of competition under the 
free enterprise system of various Federal 
laws or programs, including the Defense 
Production Act, the Small Business Act, 
the joint resolution of July 28, 1955, giv¬ 
ing consent to the Interstate Compact to 
Conserve Oil and Gas, and the program 
for the disposal of Government-owned 
synthetic rubber facilities. 

(g) Preparing for transmittal to the 
President, Congress, or other depart¬ 
ments or agencies views or advice as to 
the propriety or effect of any action, 
program or practice upon the mainte¬ 
nance and preservation of competition 
under the free enterprise system. 

(h) Representing the Attorney Gen¬ 
eral on interdepartmental or interagency 
committees concerned with the mainte¬ 
nance and preservation of competition 
generally and in various sections of the 
economy and the operation of the free 
enterprise system and when authorized, 
participating in conferences and com¬ 
mittees with foreign governments and 
treaty organizations concerned with 
competition and restrictive business 
practices in international trade. 

§ 0.41 Special functions. 

Subject to the general supervision and 
direction of the Attorney General, the 
following-described matters are assigned 
to, and shall be conducted, handled, or 
supervised by, the Assistant Attorney 
General in charge of the Antitrust 
Division: 

(a) Institution of proceedings to im¬ 
pose penalties for violations of section 
202(a) of the Communications Act of 
1934 (48 Stat. 1070), as amended (47 
U.S.C. 202(a)), which prohibits common 
carriers by wire or radio from unjustly 
or unreasonably discriminating among 
persons, classes of persons, or localities. 

(b) Upon appropriate certification by 
the Federal Trade Commission, and ex¬ 


cept as assigned to the Criminal Division 
by § 0.55(d), the institution of civil or 
criminal proceedings to impose penalties 
arising from violations of the Federal 
Trade Commission Act. 

(c) Representing the United States in 
suits before three-judge district courts 
under section 2321-2325 of title 28 of the 
United States Code, to enforce, suspend, 
enjoin, annul, or set aside, in whole or 
in part, any order of the Interstate Com¬ 
merce Commission. 

(d) Representing the United States in 
proceedings before courts of appeal to 
review orders of the Federal Communica¬ 
tions Commission, the Federal Maritime 
Commission, the Maritime Administra¬ 
tion and the Atomic Energy Commission 
(5 U.S.C. 1031-1042). 

(e) Representing the Civil Aeronau¬ 
tics Board, the Administrator of the Fed¬ 
eral Aviation Agency, and the Secretary 
of the Treasury or his delegates under 
the Federal Alcohol Administration Act, 
in courts of appeal reviewing their re¬ 
spective administrative orders. 

(f) Defending the Administrator of 
the Federal Aviation Agency, the Secre¬ 
tary of the Treasury or his delegates un¬ 
der the Federal Alcohol Administration 
Act, and the agencies named in para¬ 
graph (c), (d), and (e) of this section or 
their officers against the injunctive ac¬ 
tions brought in Federal courts when the 
matter which is the subject of the actions 
will ultimately be the subject of review 
under paragraph (c), (d), (e), or (g) of 
this section, or of an enforcement action 
under paragraph (b) of this section. 

(g) Seeking review of or defending 
judgments rendered in proceedings under 
paragraphs (a) through (f) of this sec¬ 
tion and judgments rendered upon re¬ 
view of Federal Trade Commission or¬ 
ders by courts of appeal. 

§ 0.42 Authority to furnish certain re¬ 
ports relating to proposed mergers of 
banks. 

The Assistant Attorney General in 
charge of the Antitrust Division is au¬ 
thorized to exercise the authority vested 
in the Attorney General by subsection 
(c) of section 18 of the Federal Deposit 
Insurance Act (64 Stat. 891; 12 U.S.C. 
1828(c)), as amended by the act of May 
13, 1960, 74 Stat. 129, relating to the 
furnishing of reports, and summaries 
thereof, with respect to the competitive 
factors involved in proposed mergers or 
consolidations of insured banks. 

§ 0.45 [Amendment] 

(b) Paragraph (d) of § 0.45 of Sub¬ 
part I (relating to the Civil Division) of 
Part 0 is hereby amended to read as 
follows: 

(d) Fraud Cases—civil claims arising 
from fraud on the Government (other 
than antitrust, land, and tax frauds), 
including alleged claims under the False 
Claims Act, the Surplus Property Act, 
the Anti-Kickback Act, the Contract 
Settlement Act, and common law fraud. 

c. The first parenthetical phrase in 
paragraph (i) of § 0.45 is hereby amend¬ 
ed to read as follows: “(except defense 
of injunctive proceedings assigned to the 
Antitrust Division by Subpart H of this 


part and proceedings involving fines and 
bail-bond forfeitures assigned to the 
Criminal Division by Subpart K of this 
part).” 

§ 0.55 [Amendment] 

d. Paragraph (b) of § 0.55 of Subpart 
K (relating to the Criminal Division) is 
hereby amended to read as follows: 

(b) Cases involving criminal frauds 
against the United States except cases 
assigned to the Antitrust Division by 
§ 0.40(a) involving conspiracy to defraud 
the Federal Government by violation of 
the antitrust laws, tax fraud cases as¬ 
signed to the Tax Division by Subpart 
N of this part and false statement or 
perjury cases assigned to the Internal 
Security Division by § 0.60(a). 

§ 0.45 [Amendment] 

Sec. 2. Paragraph (g) of § 0.45 of Sub¬ 
part I (relating to the Civil Division) of 
Part 0 is hereby amended to read as fol¬ 
lows: 

(g) Tort Cases—defense of tort suits 
against the United States arising under 
the Federal Tort Claims Act and special 
acts of Congress; similar litigation 
against cost-plus Government contrac¬ 
tors and Federal employees whose of¬ 
ficial conduct is involved (except actions 
against Government contractors and 
Federal employees which are assigned to 
the Lands Division by § 0.65 (a) and 
(c)); prosecution of tort claims for 
damage to Government property; and 
actions for the recovery of medical ex¬ 
penses under Public Law 87-693 and 
Part 43 of this title. 

Sec. 3. a. Paragraph (i) of § 0.45 of 
Subpart I (relating to the Civil Divi¬ 
sion) of Part 0 is hereby further amend¬ 
ed by deleting the phrase “actions af¬ 
fecting property on which the United 
States has liens under section 2410 of 
title 28 of the United States Code,” and 
inserting in lieu thereof the following: 
“except as provided in § 0.70(c) (2) of 
this part, defense of actions arising un¬ 
der section 2410 of title 28 of the United 
States Code whenever the United States 
is named as a party as the result of the 
existence of a Federal lien against 
property,”. 

§ 0.70 [Amendment] 

b. Paragraph (c) of § 0.70 of Subpart 
N (relating to the Tax Division) of Part 
0 is hereby amended by inserting “(1)” 
immediately after “(c)” and by adding 
at the end thereof the following sub- 
paragraph : 

(2). Defense of actions arising under 
section 2410 of title 28 of the United 
States Code whenever the United States 
is named as a party to an action as the 
result of the existence of a Federal tax 
lien, including the defense of other ac¬ 
tions arising under section 2410, if any, 
involving the same property whenever 
a tax-lien action is pending under that 
section. 

§ 0.95 [Amendment] 

Sec. 4. Section 0.95 of Subpart Q (re¬ 
lating to the Bureau of Prisons) of Part 
0 is hereby amended by adding at the 
end thereof the following three new 
parargaphs: 
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(h) Conduct of studies and the prep¬ 
aration and submission of reports and 
recommendations to committing courts 
respecting disposition of cases in which 
defendants have been committed for 
such purposes pursuant to section 4208 

(b) of title 18 of the United States Code. 

(i) Conduct of studies and the prep¬ 
aration and submission of reports and 
recommendations to committing courts 
respecting disposition of cases in which 
juvenile delinquents have been com¬ 
mitted pursuant to section 5034 of title 
18 of the United States Code. 

(j) Observation, conduct of studies, 
and preparation of reports in cases in 
which youth offenders have been com¬ 
mitted by the courts for such purposes 
pursuant to section 5010(e) of title 18 
of the United States Code. 


PART 21—WITNESS FEES 

Sec. 5. Section 21.4 of Part 21 of Title 
28 of the Code of Federal Regulations 
is hereby amended to read as follows: 

§21.4 Use of table of distances. 

Regardless of the mode of travel actu¬ 
ally employed, mileage payable to wit¬ 
nesses under section 1821 of Title 28 of 
the United States Code, as amended by 
the act of August 1, 1956, 70 Stat. 798, 
shall be computed on the basis of high¬ 
way distances as stated in the Rand Mc¬ 
Nally Standard Highway Mileage Guide 
or in any other generally accepted high¬ 
way mileage guide which contains a 
short-line nationwide table of distances 
and which is designated by the Admin¬ 
istrative Assistant Attorney General for 
such purpose: Provided, That with re¬ 
spect to travel in areas for which no such 
highway mileage guide exists, mileage 
payable under the said section 1821 shall 
be computed on the basis (a) of the mode 
of travel actually employed, (b) of a 
usually-traveled route, and (c) of dis¬ 
tances as generally accepted in the local¬ 
ity. 


PART 30—TRAVEL AND OTHER CON¬ 
DUCT OF ALIENS OF ENEMY NA¬ 
TIONALITIES 

Sec. 6. a. Part 30 of Title 28 of the 
Code of Federal Regulations is obsolete 
and is hereby revoked. 


PART 31—CLAIM FOR LOSS OR DAM¬ 
AGE TO PROPERTY DEPOSITED BY 

ALIEN ENEMIES 

b. Part 31 of Title 28 of the Code of 
Federal Regulations is obsolete and is 
hereby revoked. 

Sec. 7. Order No. 281-62 of September 
28, 1962, is hereby amended by deleting 
the reference to “§ 0.55” and inserting in 
lieu thereof “§ 0.60”. 

The amendments made by this order 
shall become effective upon the date of 
the publication of this order in the Fed¬ 
eral Register. 


(R.S. 161; 5 U.S.C. 22; sec. 2, Reorg. Plan No. 
2 of 1950, 3 CFR, 1949-1953 Comp. 64 Stat. 
1261) 

Robert F. Kennedy, 
Attorney General. 

December 13, 1962. 

[F.R. Doc. 62-12571; Piled, Dec. 19, 1962; 
8:49 a.m.] 


Title 46—SHIPPING 

Chapter I—Coast Guard, Department 
of the Treasury 

[CGFR 62-48] 

PART 146—TRANSPORTATION OR 
STORAGE OF EXPLOSIVES OR 
OTHER DANGEROUS ARTICLES OR 
SUBSTANCES AND COMBUSTIBLE 
LIQUIDS ON BOARD VESSELS 

Dangerous Cargoes 

Correction 

In F.R. Doc. 62-12130, appearing at 
page 12133 of the issue for Friday, De¬ 
cember 7,1962, the following changes are 
made: 

1. In § 146.04-5, table, first column, the 
first line should read “Methyl chloride- 
methylene chloride” instead of “Methyl 
chloride-methylene”; 

2. On page 12134, third column, fourth 
line, the parenthetical phrase should 
read “(ICC-12P)” instead of “(ICC- 
12B) ”; 

3. On page 12134, third column, 
fifteenth line from bottom, the paren¬ 
thetical phrase should read “(ICC-17H, 
37A) ” instead of “(ICC-17A, 37A)”. 


Title 50—WILDLIFE AND 
FISHERIES 

Chapter I—Bureau of Sport Fisheries 
and Wildlife, Fish and Wildlife 
Service, Department of the Interior 

PART 33—SPORT FISHING 

National Wildlife Refuges, North 
Dakota 

The following special regulations are 
issued and are effective on date of pub¬ 
lication in the Federal Register. 

§ 33.5 Special regulations; sport fishing; 
for individual wildlife refuge areas. 

North Dakota 

ARROWWOOD NATIONAL WILDLIFE REFUGE 

Sport fishing on the Arrowwood Na¬ 
tional Wildlife Refuge, North Dakota, is 
permitted only on the areas designated by 
signs as open to fishing. These open 
areas, comprising 2,900 acres or 89 per¬ 
cent of the total water area of the ref¬ 
uge, are delineated on a map available 
at the refuge headquarters and from the 
office of the Regional Director, Bureau 
of Sport Fisheries and Wildlife, 1006 
West Lake Street, Minneapolis 8, Min¬ 
nesota. Sport fishing is subject to the 
following conditions; 


(a) Species permitted to be taken: 
Northern pike, walleyes, yellow perch, 
bullheads, and other minor species per¬ 
mitted by State regulations. 

(b) Open season: December 15, 1962, 
through March 11, 1963; daylight hours 
only. 

(c) Daily creel limits: Northern 
pike—3, walleyes—5, or a combination 
of five (5), 18-inch size limit on north¬ 
erns; yellow perch and bullheads—no 
limit; other minor species limits as pre¬ 
scribed by State regulations. 

(d) Methods of fishing: 

(1) No more than two poles with a 
single hook or lure attached to each may 
be used by each fisherman. Artificial 
lures are considered as single hooks. 
Tip-ups may be used, but fishermen must 
be in attendance within 100 feet of fish¬ 
ing equipment. Spearing or snagging is 
illegal. 

(e) Other provisions: 

(1) The provisions of this special 
regulation supplement the regulations 
which govern fishing on wildlife refuge 
areas generally which are set forth in 
Title 50, Code of Federal Regulations, 
Part 33. 

(2) A Federal permit is not required 
to enter the public fishing area. 

(3) The provisions of this special regu¬ 
lation are effective to March 12,1963. 

LAKE ILO NATIONAL WILDLIFE REFUGE 

Sport fishing on the Lake Ilo National 
Wildlife Refuge, North Dakota, is per¬ 
mitted only on the area designated by 
signs as open to fishing. This open area, 
comprising 1,300 acres or 100 percent of 
the total water area of the refuge, is 
delineated on^ a map available at the 
refuge headquarters and from the office 
of the Regional Director, Bureau of Sport 
Fisheries and Wildlife, 1006 West Lake 
Street, Minneapolis 8, Minnesota. Sport 
fishing is subject to the following 
conditions: 

(a) Species permitted to be taken: 
Northern pike, walleyes, yellow perch, 
bullheads, and other minor species per¬ 
mitted by State regulations. 

(b) Open season: December 15, 1962, 
through March 11, 1963; daylight hours 
only. 

(c) Daily creel limits. Northern 
pike—3, walleyes—5, or a combination of 
five (5), 18-inch size limit on northerns; 
yellow perch and bullheads—no limit; 
other minor species limits as prescribed 
by State regulations. 

(d) Methods of fishing: 

(1) No more than two poles with a 
single hook or lure attached to each may 
be used by each fisherman. Artificial 
lures are considered as single hooks. 
Tip-ups may be used, but fishermen must 
be in attendance within 100 feet of fish¬ 
ing equipment. Spearing or snagging is 
illegal. 

(e) Other provisions: 

(1) The provisions of this special regu¬ 
lation supplement the regulations which 
govern fishing on wildlife refuge areas 
generally which are set forth in Title 
50, Code of Federal Regulations, Part 
33. 

(2) A Federal permit is not required 
to enter the public fishing area. 
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(3) The provisions of this special regu¬ 
lation are effective to March 12, 1963. 

LONG LAKE NATIONAL WILDLIFE REFUGE 

Sport fishing on the Long Lake Na¬ 
tional Wildlife Refuge, North Dakota, 
is permitted only on the areas desig¬ 
nated by signs as open to fishing. These 
open areas, comprising 10,000 acres or 
100 percent of the total water area of 
the refuge, are delineated on a map avail¬ 
able at the refuge headquarters and 
from the office of the Regional Director, 
Bureau of Sport Fisheries and Wildlife, 
1006 West Lake Street, Minneapolis 8, 
Minnesota. Sport fishing is subject to 
the following conditions: 

(a) Species permitted to be taken: 
Northern pike, walleyes, yellow perch, 
bullheads, and other minor species per¬ 
mitted by State regulations. 

(b) Open season: December 15, 1962, 
through March 11, 1963; daylight hours 
only. 

(c) Daily creel limits: Northern pike— 
3, walleyes—5, or a combination of five 
(5), 18-inch size limit on northerns; 
yellow perch and bullheads—no limit; 
other minor species limits as prescribed 
by State regulations. 

(d) Methods of fishing: 

(1) No more than two poles with a 
single hook or lure attached to each 
may be used by each fisherman. Arti¬ 
ficial lures are considered as single 
hooks. Tip-ups may be used, but fisher¬ 
men must be in attendance within 100 
feet of fishing equipment. Spearing or 
snagging is illegal. 

(e) Other provisions: 

(1) The provisions of this special reg¬ 
ulation supplement the regulations which 
govern fishing on wildlife refuge areas 
generally which are set forth in Title 
50, Code of Federal Regulations, Part 
33. 

(2) A Federal permit is not required to 
enter the public fishing area. 

(3) The provisions of this special reg¬ 
ulation are effective to March 12, 1963. 

LOWER SOURIS NATIONAL WILDLIFE REFUGE 

Sport fishing on the Lower Souris Na¬ 
tional Wildlife Refuge, North Dakota, is 
permitted only on the areas designated 
by signs as open to fishing. These open 
areas, comprising 8,000 acres or 70 per¬ 
cent of the total water area of the refuge, 
are delineated on a map and described 
in a leaflet available at the refuge head¬ 
quarters and from the office of the Re¬ 
gional Director, Bureau of Sport Fish¬ 
eries and Wildlife, 1006 West Lake 
Street, Minneapolis 8, Minnesota. Sport 
fishing is subject to the following condi¬ 
tions: 

(a) Species permitted to be taken: 
Northern pike, walleyes, yellow perch, 
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bullheads, and other minor species per¬ 
mitted by State regulations. 

(b) Open season: December 15, 1962, 
through March 11, 1963; daylight hours 
only. 

(c) Daily creel limits: Northern pike— 
3, walleyes—5, or a combination of five 
(5), 18-inch size limit on northerns; 
yellow perch and bullheads—no limit; 
other minor species limits as prescribed 
by State regulations. 

(d) Methods of fishing: 

(1) No more than two poles with a 
single hook or lure attached to each 
may be used by each fisherman. Arti¬ 
ficial lures are considered as single 
hooks. Tip-ups may be used, but fish¬ 
ermen must be in attendance within 100 
feet of fishing equipment. Spearing or 
snagging is illegal. 

(e) Other provisions: 

(1) The provisions of this special reg¬ 
ulation supplement the regulations which 
govern fishing on wildlife refuge areas 
generally which are set forth in Title 
50, Code of Federal Regulations, Part 
33. 

(2) A Federal permit is not required 
to enter the public fishing area. 

(3) The provisions of this special reg¬ 
ulation are effective to March 12, 1963. 

TEWAUKON NATIONAL WILDLIFE REFUGE 

Sport fishing on the Tewaukon Na¬ 
tional Wildlife Refuge, North Dakota, is 
permitted only on the areas designated 
by signs as open to fishing. These open 
areas, comprising 1,400 acres or 85 per¬ 
cent of the total water area of the refuge, 
are delineated on a map available at the 
refuge headquarters and from the office 
of the Regional Director, Bureau of Sport 
Fisheries and Wildlife, 1006 West Lake 
Street, Minneapolis 8, Minnesota. Sport 
fishing is subject to the following condi¬ 
tions: 

(a) Species permitted to be taken: 
Northern pike, walleyes, yellow perch, 
bullheads, and other minor species per¬ 
mitted by State regulations. 

(b) Open season: December 15, 1962, 
through March 11, 1963; daylight hours 
only. 

(c) Daily creel limits: Northern pike— 
3, Walleyes—5, or a combination of five 
(5), 18-inch size limit on northerns; 
yellow perch and bullheads—no limit; 
other minor species limits as prescribed 
by State regulations. 

(d) Methods of fishing: 

(1) No more than two poles with a 
single hook or lure attached to each may 
be used by each fisherman. Artificial 
lures are considered as single hooks. 
Tip-ups may be used, but fishermen must 
be in attendance within 100 feet of fish¬ 
ing equipment. Spearing or snagging is 
illegal. 

(e) Other provisions: 


(1) The provisions of this special reg¬ 
ulation supplement the regulations which 
govern fishing on wildlife refuge areas 
generally which are set forth in Title 50, 
Code of Federal Regulations, Part 33 ! 

(2) A Federal permit is not required 
to enter the public fishing area. 

(3) The provisions of this special reg¬ 
ulation are effective to March 12, 1963. 

UPPER SOURIS NATIONAL WILDLIFE REFUGE 

Sport fishing on the Upper Souris Na¬ 
tional Wildlife Refuge, North Dakota, is 
permitted only on the areas designated 
by signs as open to fishing. These open 
areas, comprising 6,000 acres or 39 per¬ 
cent of the total water area of the ref¬ 
uge, are delineated on a map available 
at the refuge headquarters and from the 
office of the Regional Director, Bureau of 
Sport Fisheries and Wildlife, 1006 West 
Lake Street, Minneapolis 8, Minnesota. 
Sport fishing is subject to the following 
conditions: 

(a) Species permitted to be taken: 
Northern pike, walleyes, yellow perch, 
bullheads, and other minor species per¬ 
mitted by State regulations. 

(b) Open season: December 15, 1962, 
through March 11, 1963; daylight hours 
only. 

(c) Daily creel limits: Northern pike— 
3, walleyes—5, or a combination of five 
(5), 18-inch size limit on northerns; yel¬ 
low perch and bullheads—no limit; other 
minor species limits as prescribed by 
State regulations. 

(d) Methods of fishing: 

(1) No more than two poles with a 
single hook or lure attached to each may 
be used by each fisherman. Artificial 
lures are considered as single hooks. 
Tip-ups may be used, but fishermen must 
be in attendance within 100 feet of fish¬ 
ing equipment. Spearing or snagging 
is illegal. 

(2) The use of minnows or any other 
fish, or part thereof, for bait is prohibited 
in all waters which lie north of the Lake 
Darling Dam. Minnows may be used in 
areas which are south of the Dam. 

(e) Other provisions: 

(1) The provisions of this special reg¬ 
ulation supplement the regulations which 
govern fishing on wildlife refuge areas 
generally which are set forth in Title 
50, Code of Federal Regulations, Part 33. 

(2) A Federal permit is not required 
to enter the public fishing area. 

(3) The provisions of this special reg¬ 
ulation are effective to March 12, 1963. 

W. A. Elkins, 

Acting Regional Director, Bu¬ 
reau of Sport Fisheries and 
Wildlife. 

December 12,1962. 

[FJR. Doc. 62-12551; Piled, Dec. 19, 1962; 

8:46 a.m.j 











Proposed Rule Making 


DEPARTMENT OF THE TREASURY SW-. 


Infernal Revenue Service 
[ 26 CFR Part 1 1 

INCOME TAX; TAXABLE YEARS BE¬ 
GINNING AFTER DECEMBER 31, 

1953 

Notice of Proposed Rule Making 

Amendment of Income Tax Regula¬ 
tions (26 CFR Part 1) to conform to 
Title II, Social Security Amendments of 
1956, the Act of August 30, 1957 (Public 
Law 85-239), Title IV, Social Security 
Amendments of 1958, Title I, Social 
Security Amendments of 1960, and Title 
II, Social Security Amendments of 1961. 

Notice is hereby given, pursuant to 
the Administrative Procedure Act, ap¬ 
proved June 11, 1946, that the regula¬ 
tions set forth in tentative form below 
are proposed to be prescribed by the 
Commissioner of Internal Revenue, with 
the approval of the Secretary of the 
Treasury or his delegate. Prior to the 
final adoption of such regulations, con¬ 
sideration will be given to any comments 
or suggestions pertaining thereto which 
are submitted in writing, in duplicate, to 
the Commissioner of Internal Revenue, 
Attention: T:P, Washington 25, D.C., 
within the period of 30 days from the 
date of publication of this notice in the 
Federal Register. Any person submit¬ 
ting written comments or suggestions 
who desires an opportunity to comment 
orally at a public hearing on these pro¬ 
posed regulations should submit his re¬ 
quest, in writing, to the Commissioner 
within the 30-day period. In such a 
case, a public hearing will be held and 
notice of the time, place, and date will 
be published in a subsequeht issue of the 
Federal Register. The proposed regu¬ 
lations are to be issued under the au¬ 
thority contained in section 7805 of the 
Internal Revenue Code of 1954 (68A Stat. 
917; 26 U.S.C. 7805). 

[seal] Mortimer M. Caplin, 

Commissioner of Internal Revenue . 

In order to conform the Income Tax 
Regulations (26 CFR Part 1) to the 
amendments made to the Internal Reve¬ 
nue Code of 1954 by Title II of the Social 
Security Amendments of 1956 (70 Stat. 
839), the Act of August 30, 1957 (Public 
Law 85-239, 71 Stat. 521), Title IV of 
the Social Security Amendments of 1958 
(72 Stat. 1041), Title I of the Social 
Security Amendments of 1960 (74 Stat. 
924), and Title II of the Social Security 
Amendments of 1961, such regulations 
are amended as follows: 

Paragraph 1. Sections 1.1401 to 
1.1403-1, inclusive, are deleted, and the 
following regulations are substituted 
therefor: 

Sec. 

1-1401 Statutory provisions; rate of 

tax on self-employment 
income. 


1.1402(a) 


1.1402(a)-l 

1.1402(a)-2 


1.1402(a)-3 


1.1402(a)-4 
1.1402(a)-5 
1.1402(a)-6 

1.1402(a)-7 

1.1402(a)-8 
1.1402 (a)-9 
1.1402(a)—10 

1.1402(a)-ll 

1.1402(a)-12 

1.1402(a)-13 

1.1402(a)-14 


1.1402(a)-15 


1.1402 (a)-16 
1.1402(b) 


1.1402(b)-l 

1.1402(c) 

1.1402(c)-l 
1.1402(c)—2 
1.1402(c)-3 
1.1402(c)—4 

1.1402(c)-5 

1.1402(c)-6 

1.1402(d) 

1.1402(d)-l 

1.1402(e)(1) 


1.1402(e)(1)-! 


1.1402(e) (2) 


1.1402(e)(2)-! 
1.1402(e) (3) 


Tax on self-employment in¬ 
come. 

Statutory provisions; defini¬ 
tions; net earnings from 
self-employment. 

Definition of net earnings 
from self-employment. 

Computation of net earn¬ 
ings from self-employr 
ment. 

Special rules for computing 
net earnings from self- 
employment. 

Rentals from real estate. 

Dividends and interest. 

Gain or loss from disposi¬ 
tion of property. 

Net operating loss deduc¬ 
tion. 

Community income. 

Puerto Rico. 

Personal exemption deduc¬ 
tion. 

Ministers and members of 
religious orders. 

Possession of the United 
States. 

Income from agricultural 
activity. 

Options available to farmers 
in computing net earnings 
from self-employment for 
taxable years ending after 
1954 and before December 
31, 1956. 

Options available to farmers 
in computing net earnings 
from self-employment for 
taxable years ending on or 
after December 31, 1956. 

Exercise of option. 

Statutory provisions; defi¬ 
nitions; self-employment 
income. 

Self-employment income. 

Statutory provisions; defini¬ 
tions; trade or business. 

Trade or business. 

Public office. 

Employees. 

Individuals under Railroad 
Retirement System. 

Ministers and members of 
religious orders. 

Members of certain profes¬ 
sions. 

Statutory provisions; defini¬ 
tions; employee and wages. 

Employee and wages. 

Statutory provisions; defini¬ 
tions; ministers, members 
of religious orders, and 
Christian Science practi¬ 
tioners; waiver certificate. 

Election by ministers, mem¬ 
bers of religious orders, 
and Christian Science 
practitioners for self-em¬ 
ployment coverage. 

Statutory provisions; defini¬ 
tions; ministers, members 
of religious orders, and 
Christian Science practi¬ 
tioners; time for filing cer¬ 
tificate. 

Time limitation for filing 
waiver certificate. 

Statutory provisions; defini¬ 
tions; ministers, members 
of religious orders, and 
Christian Science practi¬ 
tioners; effective date of 
certificate. 


Sec. 

1.1402(e) (3)—1 
1.1402(e) (4) 


1.1402(e) (4) —1 
1.1402(e) (5) 


1.1402(e)(5)-l 
1.1402(e)(6) 


1.1402(e) (6)-l 
1.1402(f) 

1.1402(f) -1 

1.1402(g) 

1.1402(g)-l 

1.1403 

1.1403-1 


Effective date of waiver cer¬ 
tificate. 

Statutory provisions; defini¬ 
tions; ministers, members 
of religious orders, and 
Christian Science practi¬ 
tioners; treatment of cer¬ 
tain remuneration paid in 
1955 and 1956 as wages. 

Treatment of certain re¬ 
muneration paid in 1955 
apd 1956 as wages. 

Statutory provisions; defini¬ 
tions; ministers, members 
of religious orders, and 
Christian Science practi¬ 
tioners; optional provision 
for certain certificates 
filed on or before April 
15, 1962. 

Optional provision for cer- 

* tain certificates filed be¬ 
fore April 15, 1962. 

Statutory provisions; defini¬ 
tions; ministers, members 
of religious orders, and 
Christian Science practi¬ 
tioners; certificate filed by 
fiduciary or survivor on or 
before April 15, 1962. 

Certificates filed by fiduciar¬ 
ies or survivors on or be¬ 
fore April 15, 1962. 

Statutory provisions; defini¬ 
tions; partner’s taxable 
year ending as the result 
of death. 

Computation of partner’s 
net earnings from self- 
employment for taxable 
year which ends as result 
of his death. 

Statutory provisions; defini¬ 
tions; treatment of cer¬ 
tain remuneration erro¬ 
neously reported as net 
earnings from self-em¬ 
ployment. 

Treatment of certain re¬ 
muneration erroneously 
reported as net esarnings 
from self-employment. 

Statutory provisions; miscel¬ 
laneous provisions. 

Cross references. 


§ 1.1401 Statutory provisions; rate of 
tax oil self-employment income. 

Sec. 1401. Rate of tax. In addition to 
other taxes, there shall be imposed for each 
taxable year, on the self-employment income 
of every individual, a tax as follows; 

(1) In the case of any taxable year begin¬ 
ning after December 31, 1961, and before 
January 1, 1963, the tax shall be equal to 
4.7 percent of the amount of the self-employ¬ 
ment income for such taxable year; 

(2) In the case of any taxable year begin¬ 
ning after December 31, 1962, and before Jan¬ 
uary 1, 1966, the tax shall be equal to 5.4 per¬ 
cent of the amount of the self-employment 
income for such taxable year; 

(3) In the case of any taxable year begin¬ 
ning after December 31, 1965, and before 
January 1, 1968, the tax shall be equal to 6.2 
percent of the amount of the self-employ¬ 
ment income for such taxable year; and 

(4) In the case of any taxable year be¬ 
ginning after December 31, 1967, the tax 
shall be equal to 6.9 percent of the amount 
of the self-employment income for such 
taxable year. 
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[Sec. 1401 as amended by sec. 208(a) Social 
Security Amendments 1954 (68 Stat. 1093); 
sec. 202(a), Social Security Amendments 
1956 (70 Stat. 845); sec. 401(a), Social Se¬ 
curity Amendments 1958 (72 Stat. 1041); 
sec. 201(a), Social Security Amendments 
1961 (75 Stat. 140) J 

§ 1.1401—1 Tax on self-employment in¬ 
come. 

(a) There is imposed, in addition to 
other taxes, a tax upon the self-employ¬ 
ment income of every individual at the 
rates prescribed in section 1401. (See 
paragraph (b) of this section.) This 
tax shall be levied, assessed, and col¬ 
lected as part of the income tax im¬ 
posed by subtitle A of the Code and, 
except as otherwise expressly provided, 
will be included with the tax imposed 
by section 1 or 3 in computing any de¬ 
ficiency or overpayment and in comput¬ 
ing the interest and additions to any de¬ 
ficiency, overpayment, or tax. Since the 
tax on self-employment income is part 
of the income tax, it is subject to the 
jurisdiction of the Tax Court of the 
United States to the same extent and 
in the same manner as the other taxes 
under subtitle A of the Code. How¬ 
ever, this tax is not required to be taken 
into account in computing any estimate 
of the taxes required to be declared 
under section 6015. 

(b) The rates of tax on self-employ¬ 
ment income are as follows: 


Taxable year Percent 

Beginning before Jan. 1, 1957_3 

Beginning after Dec. 31, 1956 and be¬ 
fore Jan. 1, 1959_3.375 

Beginning after Dec. 31, 1958 and be¬ 
fore Jan. 1, 1960_3. 75 

Beginning after Dec. 31, 1959 and be¬ 
fore Jan. 1, 1962___4.5 

Beginning after Dec. 31, 1961 and be¬ 
fore Jan. 1, 1963_4. 7 

Beginning after Dec. 31, 1962 and be¬ 
fore Jan. 1, 1966_5. 4 

Beginning after Dec. 31, 1965 and be¬ 
fore Jan. 1, 1968_6. 2 

Beginning after Dec. 31, 1967_6. 9 


(c) In general, self-employment in¬ 
come consists of the net earnings derived 
by an individual (other than a nonresi¬ 
dent alien) from a trade or business 
carried on by him as sole proprietor or 
by a partnership of which he is a mem¬ 
ber, including the net earnings of cer¬ 
tain employees as set forth in § 1.1402 
(0-3, and of crew leaders, as defined 
in section 3121 (o) (see such section and 
the regulations thereunder in Part 31 
of this chapter (Employment Tax Regu¬ 
lations)). See, however, the exclusions, 
exceptions, and limitations set forth in 
§§ 1.1402 (a)-1 through 1.1402 (g)-l. 

§ 1.1402(a) Statutory provisions; defi¬ 
nitions; net earnings from self- 
employment. 

Sec. 1402. Definitions —(a) Net earnings 
from self-employment. The term “net earn¬ 
ings from self-employment” means the gross 
income derived by an individual from any 
trade or business carried on by such individ¬ 
ual, less the deductions allowed by this sub¬ 
title which are attributable to such trade or 
business, plus his distributive share (whether 
or not distributed) of income or loss de¬ 
scribed in section 702(a) (9) from any trade 
or business carried on by a partnership of 
which he is a member; except that in com¬ 
puting such gross income and deductions 


and such distributive share of partnership 
ordinary income or loss— 

(1) There shall be excluded rentals from 
real estate and from personal property leased 
with the real estate (including such rentals 
paid in crop shares) together with the de¬ 
ductions attributable thereto ? unless such 
rentals are received in the course of a trade 
or business as a real estate dealer; except 
that the preceding provisions of this para¬ 
graph shall not apply to any income derived 
by the owner or tenant of land if (A) such 
income is derived under an arrangement, 
between the owner or tenant and another 
individual, which provides that such other 
individual shall produce agricultural or hor¬ 
ticultural commodities (including livestock, 
bees, poultry, and fur-bearing animals and 
wildlife) on such land, and that there shall 
be material participation by the owner or 
tenant in the production or the management 
of the production of such agricultural or 
horticultural commodities, and (B) there is 
material participation by the owner or tenant 
with respect to any such agricultural or 
horticultural commodity; 

(2) There shall be excluded dividends on 
any share of stock, and interest on any bond, 
debenture, note, or certificate, or other evi¬ 
dence of indebtedness, issued with interest 
coupons or in registered form by any cor¬ 
poration (including one issued by a govern¬ 
ment or political subdivision thereof), unless 
such dividends and interest (other than in¬ 
terest described in section 35) are received in 
the course of a trade or business as a dealer 
in stocks or securities; 

(3) There shall be excluded any gain or 
loss— 

(A) Which is considered as gain or loss 
from the sale or exchange of a capital asset, 

(B) Prom the cutting of timber, or the 
disposal of timber or coal, if section 631 ap¬ 
plies to such gain or loss, or 

(C) From the sale, exchange, involuntary 
conversion, or other disposition of property 
if such property is neither— 

(i) Stock in trade or other property of a 
kind which would properly be includible in 
inventory if on hand at the close of the 
taxable year, nor 

(ii) Property held primarily for sale to 
customers in the ordinary course of the trade 
or business; 

(4) The deduction for net operating losses 
provided in section 172 shall not be allowed; 

(5) If— 

(A) Any of the income derived from a 
trade or business (other than a trade or 
business carried on by a partnership) is 
community income under community prop¬ 
erty laws applicable to such income, all of 
the gross income and deductions attributable 
to such trade or business shall be treated as 
the gross income and deductions of the hus¬ 
band unless the wife exercises substantially 
all of the management and control of such 
trade or business, in which case all of such 
gross income and deductions shall be treated 
as the gross income and deductions of the 
wife; and 

(B) Any portion of a partner’s distributive 
share of the ordinary income or loss from a 
trade or blusiness carried on by a partnership 
is community income or loss under the 
community property laws applicable to such 
share, all of such distributive share shall be 
included in computing the net earnings 
from self-employment of such partner, and 
no part of such share shall be taken into ac¬ 
count in computing the net earnings from 
self-employment of the spouse of such 
partner; 

(6) A resident of Puerto Rico shall com¬ 
pute his net earnings from self-employment 
in the same manner as a citizen of the United 
States but without regard to section 933; 

(7) The deduction for personal exemptions 
provided in section 151 shall not be allowed; 

(8) An individual who is a duly ordained, 
commissioned, or licensed minister of a 


church or a member of a religious order shall 
compute his net earnings from self-employ¬ 
ment derived from the performance of serv¬ 
ice described in subsection (c) (4) without 
regard to section 107 (relating to rental value 
of parsonages) and section 119 (relating to 
meals and lodging furnished for the conveni¬ 
ence of the employer) and, in addition, if he 
is a citizen of the United States performing 
such service as an employee of an American 
employer (as defined in section 3121(h)) or 
as a minister in a foreign country who has 
a congregation which is composed predomi¬ 
nantly of citizens of the United States, with¬ 
out regard to section 911 (relating to earned 
income from sources without the United 
States) and section 931 (relating to income 
from sources within possessions of the United 
States); and 

(9) The term “possession of the United 
States” as used in sections 931 (relating to 
income from sources within possessions of 
the United States) and 932 (relating to 
citizens of possessions of the United States) 
shall be deemed not to include the Virgin 
Islands, Guam, or American Samoa. 

If the taxable year of a partner is different 
from that of the partnership, the distribu¬ 
tive share which he is required to include 
in computing his net earnings from self- 
employment shall be based on the ordinary 
income or loss of the partnership for any 
taxable year of the partnership ending 
within or with his taxable year. In the case 
of any trade or business which is carried on 
by an individual or by a partnership and in 
which, if such trade or business were carried 
on exclusively by employees, the major por¬ 
tion of the services would constitute agricul¬ 
tural labor as defined in section 3121(g) — 

(i) In the case of an individual, if the 
gross income derived by him from such trade 
or business is not more than $1,800, the net 
earnings from self-employment derived by 
him from such trade or business may, at his 
option, be deemed to be 66% percent of such 
gross income; or 

(ii) In the case of an individual, if the 
gross income derived by him from such trade 
or business is more than $1,800 and the net 
earnings from self-employment derived by 
him from such trade or business (computed 
under this subsection without regard to this 
sentence) are less than $1,200, the net earn¬ 
ings from self-employment derived by him 
from such trade or business may, at his op¬ 
tion, be deemed to be $1,200; and 

(iii) In the case of a member of a part¬ 
nership, if his distributive share of the gross 
income of the partnership derived from such 
trade or business (after such gross income 
has been reduced by the sum of all payments 
to which section 707(c) applies) is not more 
than $1,800, his distributive share of income 
described in section 702(a) (9) derived from 
such trade or business may, at his option, be 
deemed to be an amount equal to 66% per¬ 
cent of his distributive share of such gross 
income (after such gross income has been so 
reduced); or 

(iv) In the case of a member of a part¬ 
nership, if his distributive share of the gross 
income of the partnership derived from such 
trade or business (after such gross income 
has been reduced by the sum of all payments 
to which section 707(c) applies) is more 
than $1,800 and his distributive share 
(whether or not distributed) of income de¬ 
scribed in section 702(a)(9) derived from 
such trade or business (computed under this 
subsection without regard to this sentence) 
is less than $1,200, his distributive share of 
income described in section 702(a) (9) de¬ 
rived from such trade or business may, at 
his option, be deemed to be $1,200. 

For purposes of the preceding sentence, 
gross income means— 

(v) In the case of any such trade or busi¬ 
ness in which the income is computed under 
a cash receipts and disbursements method, 
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the gross receipts from such trade or business 
reduced by the cost or other basis of property 
which was purchased and sold in carrying 
on such trade or business, adjusted (after 
such reduction) in accordance with the pro¬ 
visions of paragraphs (1) through^ (7) and 
paragraph (9) of this subsection; and 

(vi) In the case of any such trade or busi¬ 
ness in which the income is computed under 
an accrual method, the gross income from 
such trade or business, adjusted in accord¬ 
ance with the provisions of paragraphs (1) 
through (7) and paragraph (9) of this sub¬ 
section; 

and, for purposes of such sentence, if an 
individual (including a member of a part¬ 
nership) derives gross income from more 
than one such trade or business, such gross 
income (including his distributive share of 
the gross income of any partnership derived 
from any such trade or business) shall be 
deemed to have been derived from one trade 
or business. 

(Sec. 1402(a) as amended by sec. 201 (a) and 
(c)(4), Social Security Amendments 1954 
(08 Stat. 1087, 1089); sec. 201 (e)(2), (g), 
and (i), Social Security Amendments 1956 
(70 Stat. 840-842); sec. 5(b), Act of Aug. 30, 
1957 (Pub. Law 85-239, 71 Stat. 523); sec. 
103(k), Social Security Amendments 1960 
(74 Stat. 938) ] 

Sec. 201. [Social Security Amendments of 

1956]. * * * 

(m) Effective dates. (1) * * * 

(2) (A) Except as provided in subpara¬ 
graph (B), the amendment made by sub¬ 
section (g) shall apply only with respect to 
taxable years ending after 1956. 

(B) Any individual who, for a taxable year 
ending after 1954 and prior to 1957, had in¬ 
come which by reason of the amendment 
made by subsection (g) would have been 
included within the meaning of “net earn¬ 
ings from self-employment” (as such term 
is defined in section 1402(a) of the Internal 
Revenue Code of 1954), if such income had 
been derived in a taxable year ending after 
1956 by an individual who had filed a waiver 
certificate under section 1402(e) of such 
Code, may elect to have the amendment 
made by subsection (g) apply to his taxable 
years ending after 1954 and prior to 1957. No 
election made by any individual under this 
subparagraph shall be valid unless such indi¬ 
vidual has filed a waiver certificate under 
section 1402(e) of such Code prior to the 
making of such election or files a waiver 
certificate at the time he makes such 
election. 

(C) Any individual described in subpara¬ 
graph (B) who has filed a waiver certificate 
under section 1402(e) of such Code prior to 
the date of enactment of this Act, or who 
files a waiver certificate under such section 
on or before the due date of his return (in¬ 
cluding any extension thereof) for his last 
taxable year ending prior to 1957, must make 
such election on or before the due date of his 
return (including any extension thereof) for 
his last taxable year ending prior to 1957, or 
before April 16, 1957, whichever is the later. 

(D) Any individual described in subpara¬ 
graph (B) who has not filed a waiver certif¬ 
icate under section 1402(e) of such Code on 
or before the due date of his return (includ¬ 
ing any extension thereof) for his last tax¬ 
able year ending prior to 1957 must make 
such election on or before the due date of 
his return (including any extension thereof) 
for his first taxable year ending after 1956. 
Any individual described in this subpara¬ 
graph whose period for filing a waiver cer¬ 
tificate under section 1402(e) of such Code 
has expired at the time he makes such elec¬ 
tion may, notwithstanding the provisions of 
paragraph (2) of such section, file a waiver 
certificate at the time he makes such 
election. 

(E) An election under subparagraph (B) 
shall be made in such manner as the Secre¬ 


tary of the Treasury or his delegate shall pre¬ 
scribe by regulations. Notwithstanding the 
provisions of paragraph (3) of section 1402 
(e) of such Code, the waiver certificate filed 
by an individual who makes an election 
under subparagraph (B) (regardless of when 
filed) shall be effective for such individual’s 
first taxable year ending after 1954 in which 
he had income which by reason of the 
amendment made by subsection (g) would 
have been included within the meaning of 
“net earnings from self.-employment” (as 
such term is defined in section 1402(a) of 
such Code), if such income had been derived 
in a taxable year ending after 1956 by an in¬ 
dividual who had filed a waiver certificate 
under section 1402(e) of such Code, or for 
the taxable year prescribed by such para¬ 
graph (3) of section 1402(e), if such taxable 
year is earlier, and for all succeeding taxable 
years. 

(F) No interest or penalty shall be 
assessed or collected for failure to file a re¬ 
turn within the time prescribed by law, if 
such failure arises solely by reason of an 
election made by an individual under sub- 
paragraph (B), or for any underpayment of 
the tax imposed by section 1401 of such Code 
arising solely by reason of such election, for 
the period ending with the date such in¬ 
dividual makes an election under subpara¬ 
graph (B). 

(3) Any tax under chapter 2 of the In¬ 
ternal Revenue Code of 1954 which is due, 
solely by reason of the enactment of subsec¬ 
tion (f), or paragraph (2) of subsection (e), 
of this section, for any taxable year ending 
on or before the date of the enactment of 
this Act shall be considered timely paid if 
payment is made in full on or before the 
last day of the sixth calendar month follow¬ 
ing the month in which this Act is enacted. 
In no event shall interest be imposed on the 
amount of any tax due under such chapter 
solely by reason of the enactment of subsec¬ 
tion (f), or paragraph (2) of subsection (e), 
of this section for any period before the day 
after the date of enactment of this Act. 

[Sec. 201 (m), Social Security Amendments 
1956 (70 Stat. 843) ] 

§ 1.1402(a)—1 Definition of net earn¬ 
ings from self-employment. 

(a) Subject to the special rules set 
forth in §§ 1.1402(a)-3 to 1.1402(a)-16, 
inclusive, and to the exclusions set forth 
in §§ 1.1402(c)-2 to 1.1402(c)-6, in¬ 
clusive, the term “net earnings from self- 
employment” means— 

(1) The gross income derived by an 
individual from any trade or business 
carried on by such individual, less the 
deductions allowed by chapter 1 of the 
Code which are attributable to such 
trade or business, plus 

(2) His distributive share (whether 
or not distributed), as determined un¬ 
der section 704, of the income (or minus 
the loss), described in section 702(a) (9) 
and as computed under section 703, from 
any trade or business carried on by any 
partnership of which he is a member. 

(b) Gross income derived by an indi¬ 
vidual from a trade or business includes 
payments received by him from a part¬ 
nership of which he is a member for 
services rendered to the partnership or 
for the use of capital by the partnership, 
to the extent the payments are deter¬ 
mined without regard to the income of 
the partnership. However, such pay¬ 
ments received from a partnership not 
engaged in a trade or business within 
the meaning of section 1402(c) and § 1.- 
1402 (c)-l do not constitute gross income 
derived by an individual from a trade 


or business. See section 707(c) and the 
regulations thereunder, relating to guar¬ 
anteed payments to a member of a part¬ 
nership for services or the use of capital. 
See also section 706(a) and the regula¬ 
tions thereunder, relating to the taxable 
year of the partner in which such guar¬ 
anteed payments are to be included in 
computing taxable income. 

(c) Gross income derived by an in¬ 
dividual from a trade or business in¬ 
cludes gross income received (in the 
case of an individual reporting income 
on the cash receipts and disbursements 
method) or accrued (in the case of an 
individual reporting income on the ac¬ 
crual method) in the taxable year from 
a trade or business even though such 
income may be attributable in whole or 
in part to services rendered or other 
acts performed in a prior taxable year 
as to which the individual was not sub¬ 
ject to the tax on self-employment in¬ 
come. 

§ 1.1402(a)—2 Compulation of net earn¬ 
ings from self-employment. 

(a) General rule. In general, the 
gross income and deductions of an in¬ 
dividual attributable to a trade or busi¬ 
ness (including a trade or business con¬ 
ducted by an employee referred to in 
paragraphs (b), (c), (d), or (e) of § 1.- 
1402(c)-3), for the purpose of ascertain¬ 
ing his net earnings from self-employ¬ 
ment, are to be determined by reference 
to the provisions of law and regulations 
applicable with respect to the taxes im¬ 
posed by sections 1 and 3. Thus, if an 
individual uses the accrual method of 
accounting in computing taxable income 
from a trade or business for the purpose 
of the tax imposed by section 1 or 3, he 
must use the same method in determin¬ 
ing net earnings from self-employment. 
Likewise, if a taxpayer engaged in a 
trade or business of selling property on 
the installment plan elects, under the 
provisions of section 453, to use the in¬ 
stallment method in computing income 
for purposes of the tax under section 1 
or 3, he must use the same method in 
determining net earnings from self-em¬ 
ployment. Except as otherwise provided 
in § 1.1402 (a)-9, relating to certain resi¬ 
dents of Puerto Rico, and in § 1.1402 
(a)-11, relating to ministers or members 
of religious orders, income which is ex¬ 
cludable from gross income under any 
provision of subtitle A of the Internal 
Revenue Code is not taken into account 
in determining net earnings from self- 
employment. Thus, in the case of a citi¬ 
zen of the United States conducting, in 
a foreign country, a trade or business in 
which both personal services and capital 
are material income-producing factors, 
any part of the income therefrom which 
is excluded from gross income as earned 
income under the provisions of section 
911 and the regulations thereunder is 
not taken into account in determining 
net earnings from self-employment. 

(b) Trade or business carried on. The 
trade or business must be carried on 
by the individual, either personally or 
through agents or employees. Accord¬ 
ingly, income derived from a trade or 
business carried on by an estate or trust 
is not included in determining the net 
earnings from self-employment of the 
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individual beneficiaries of such estate or 
trust. 

(c) Aggregate net earnings. Where 
an individual is engaged in more than 
one trade or business within the meaning 
of section 1402(c) and § 1.1402(c)-l, his 
net earnings from self-employment con¬ 
sist of the aggregate of the net income 
and losses (computed subject to the spe¬ 
cial rules provided in §§ 1.1402(a)-1 to 
1.1402 (a)-16, inclusive) of all such trades 
or businesses carried on by him. Thus, 
a loss sustained in one trade or business 
carried on by an individual will operate 
to offset the income derived by him from 
another trade or business. 

(d) Partnerships. The net earnings 
from self-employment of an individual 
include, in addition to the earnings from 
a trade or business carried on by him, 
his distributive share of the income or 
loss, described in section 702(a) (9), from 
any trade or business carried on by each 
partnership of which he is a member. 
An individual’s distributive share of such 
income or loss of a partnership shall be 
determined as provided in section 704, 
subject to the special rules set forth in 
section 1402(a) and in §§ 1.1402(a)-1 to 
1.1402(a)-16, inclusive, and to the ex¬ 
clusions provided in section 1402(c) and 
§§ 1.1402(c)-2 to 1.1402(c)-6, inclusive. 
For provisions relating to the computa¬ 
tion of the taxable income of a partner¬ 
ship, see section 703. 

(e) Different taxable years. If the 
taxable year of a partner differs from 
that of the partnership, the partner shall 
include, in computing net earnings from 
self-employment, his distributive share 
of the income or loss, described in sec¬ 
tion 702(a) (9), of the partnership for its 
taxable year ending with or within the 
taxable year of the partner. For the spe¬ 
cial rule in case of the termination of a 
partner’s taxable year as result of death, 
see §§ 1.1402(f) and 1.1402(f)-l. 

(f) Meaning of partnerships. For the 
purpose of determining net earnings from 
self-employment, a partnership is one 
which is recognized as such for income 
tax purposes. For income tax purposes, 
the term “partnership” includes not only 
a partnership as known at common law, 
but, also a syndicate, group, pool, joint 
venture, or other unincorporated organ¬ 
ization which carries on any trade or 
business, financial operation, or venture, 
and which is not, within the meaning of 
the Code, a trust, estate, or a corpora¬ 
tion. An organization described in the 
preceding sentence shall be treated as a 
partnership for purposes of the tax on 
self-employment income even though 
such organization has elected, pursuant 
to section 1361 and the regulations there¬ 
under, to be taxed as a domestic cor¬ 
poration. 

(g) Nature of partnership interest. 
The net earnings from self-employment 
of a partner include his distributive share 
of the income or loss, described in section 
702(a)(9), of the partnership of which 
he is a member, irrespective of the nature 
of his membership. Thus, in determin¬ 
ing his net earnings from self-employ¬ 
ment, a limited or inactive partner in¬ 
cludes his distributive share of such 
partnership income or loss. In the case 
of a partner who is a member of a part¬ 
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nership with respect to which an election 
has been made pursuant to section 1361 
and the regulations thereunder to be 
taxed as a domestic corporation, net 
earnings from self-employment include 
his distributive share of the income or 
loss, described in section 702(a) (9), from 
the trade or business carried on by the 
partnership computed without regard to 
the fact that the partnership has elected 
to be taxed as a domestic corporation* 

(h) Proprietorship taxed as domestic 
corporation. A proprietor of an unin¬ 
corporated business enterprise with re¬ 
spect to which an election has been made 
pursuant to section 1361 and the regu¬ 
lations thereunder to be taxed as a do¬ 
mestic corporation shall compute his net 
earnings from self-employment without 
regard to the fact that such election has 
been made. 

§ 1.1402(a)—3 Special rules for com¬ 
puting net earnings from self-em¬ 
ployment. 

For the purpose of computing net 
earnings from self-employment, the 
gross income derived by an individual 
from a trade or business carried on by 
him, the allowable deductions attribu¬ 
table to such trade or business, and the 
individual’s distributive share of the in¬ 
come or loss, described in section 702 
(a) (9), from any trade or business car¬ 
ried on by a partnership of which he is 
a member shall be computed in accord¬ 
ance with the special rules set forth in 
§§ 1.1402(a)-4 to 1.1402(a)-16, inclusive. 

§ 1.1402(a)—4 Rentals from real estate. 

(a) In general. Rentals from real 
estate and from personal property leased 
with the real estate (including such 
rentals paid in crop shares) and the de¬ 
ductions attributable thereto, unless 
such rentals are received by an individ¬ 
ual in the course of a trade or business 
as a real-estate dealer, are excluded. 
Whether or not an individual is engaged 
in the trade or business of a real-estate 
dealer is determined by the application 
of the principles followed in respect of 
the taxes imposed by sections 1 and 3. 
In general, an individual who is engaged 
in the business of selling real estate to 
customers with a view to the gains and 
profits that may be derived from such 
sales is a real-estate dealer. On the 
other hand, an individual who merely 
holds real estate for investment or spec¬ 
ulation and receives rentals therefrom 
is not considered a real-estate dealer. 
Where a real-estate dealer holds real 
estate for investment or speculation in 
addition to real estate held for sale to 
customers in the ordinary course of his 
trade or business as a real-estate dealer, 
only the rentals from the real estate held 
for sale to customers in the ordinary 
course of his trade or business as a real- 
estate dealer, and the deductions attrib¬ 
utable thereto, are included in determin¬ 
ing net earnings from self-employment; 
the rentals from the real estate held for 
investment or speculation, and the de¬ 
ductions attributable thereto, are ex¬ 
cluded. Rentals paid in crop shares 
include income derived by an individual 
as the owner or lessee of land under an 
agreement entered into with another 


person pursuant to which such other 
person undertakes to produce a crop or 
livestock on such land and pursuant to 
which (1) the crop or livestock, or the 
proceeds thereof, are to be divided be¬ 
tween such individual and such other 
person, and (2) the amount of such in¬ 
dividual’s share depends on the amount 
of the crop or livestock produced. See, 
however, paragraph (b) of this section! 

(b) Special rule for “includible farm 
rental income ”—(1) In general. Not¬ 
withstanding the rules set forth in para¬ 
graph (a) of this section, there shall be 
included in determining net earnings 
from self-employment for taxable years 
ending after 1955 any income derived 
by an owner or tenant of land, if the 
following requirements are met with 
respect to such income: 

(1) The income is derived under an 
arrangement between the owner or 
tenant of land and another individual 
which provides that such other individ¬ 
ual shall produce agricultural or horti¬ 
cultural commodities on such land, and 
that there shall be material participa¬ 
tion by the owner or tenant in the pro¬ 
duction or the management of the pro¬ 
duction of such agricultural or horticul¬ 
tural commodities; and 

(ii) There is material participation by 
the owner or tenant with respect to any 
such agricultural or horticultural com¬ 
modity. 

Income so derived shall be referred to 
in this section as “includible farm rental 
income”. 

(2) Requirement that income be de¬ 
rived under an arrangement. In order 
for rental income received by an owner 
or tenant of land to be treated as in¬ 
cludible farm rental income, such in¬ 
come must be derived pursuant to a 
share-farming or other rental arrange¬ 
ment which contemplates material par¬ 
ticipation by the owner or tenant in the 
production or management of produc¬ 
tion of agricultural or horticultural com¬ 
modities. If rental income is derived 
under any other arrangement or from 
any activity, transaction, or other source 
not within the contemplation of the ar¬ 
rangement it is not to be treated as 
includible farm rental income. 

(3) Parties to the arrangement. The 
share-farming or other rental arrange¬ 
ment referred to in subparagraph (1) of 
this paragraph must be between the in¬ 
dividual owner or tenant of the land and 
another individual. As used in this 
subparagraph the term “individual 
owner or tenant” includes each indi¬ 
vidual co-owner or co-tenant of land 
who enters into the arrangement in his 
capacity as an individual. 

(4) Nature of arrangement, (i) The 
arrangement between the owner or ten¬ 
ant and the other individual may be 
either oral or written. The arrange¬ 
ment must impose upon such other in¬ 
dividual the obligation to produce one 
or more agricultural or horticultural 
commodities (including livestock, bees, 
poultry, and fur-bearing animals and 
wildlife) on the land of the owner or 
tenant. In addition, it must be within 
the contemplation of the parties that 
the owner or tenant will participate in 
the production or the management of 
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the production of the agricultural or 
horticultural commodities required to 
be produced by the individual under 
such arrangement to an extent which 
is material with respect either to the 
production or to the management of 
production of such commodities or is 
material with respect to the production 
and management of production when the 
total required participation in connec¬ 
tion with both is considered. 

(ii) The term “production”, wherever 
used in this paragraph, refers to the 
physical work performed and the ex¬ 
penses incurred in producing a com¬ 
modity. It includes such activities as 
the actual work of planting, cultivating, 
and harvesting crops, and the furnishing 
of machinery, implements, seed, and 
livestock. An arrangement will be 
treated as contemplating that the owner 
or tenant will materially participate in 
the “production” of the commodities re¬ 
quired to be produced by the individual 
under the arrangement if under the ar¬ 
rangement it is understood that the 
owner or tenant is to engage to a mate¬ 
rial degree in the physical work related 
to the production of such commodities. 
The mere undertaking to furnish ma¬ 
chinery, implements, and livestock and 
to incur expenses is not, in and of itself, 
sufficient. Such factors may be signifi¬ 
cant, however, in cases where the degree 
of physical work intended of the owner 
or tenant is not material. For example, 
if under the arrangement it is under¬ 
stood that the owner or tenant is to 
periodically engage in physical work to 
a degree which is not material in and 
of itself and, in addition, to furnish a 
substantial portion of the machinery, 
implements, and livestock to be used in 
the production of the commodities or to 
furnish or advance funds or assume fi¬ 
nancial responsibility for a substantial 
part of the expense involved in the pro¬ 
duction of the commodities, the arrange¬ 
ment will be treated as contemplating 
material participation of the owner or 
tenant in the production of such com¬ 
modities. 

(iii) The term “management of the 
production”, wherever used in this para¬ 
graph, refers to services performed in 
making managerial decisions relating to 
the production, and includes advising 
and consulting, making inspections, and 
making decisions as to matters such as 
rotation of crops, the type of crops to 
be grown, the type of livestock to be 
raised, and the type of machinery and 
implements to be furnished. An ar¬ 
rangement will be treated as contem¬ 
plating that the owner or tenant is to 
participate materially in the “manage¬ 
ment of the production” of the com¬ 
modities required to be produced by the 
other individual under the arrangement 
if the owner or tenant is to engage to a 
material degree in the management de¬ 
cisions related to the production of such 
commodities. The services which are 
considered of particular importance in 
making such management decisions are 
those services performed in making in¬ 
spections of the production activities 
and in advising and consulting with the 
individual as to the production of the 
commodities. Thus, if under the ar- 
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rangement it is understood that the 
owner or tenant is to periodically advise 
or consult with the individual as to the 
production of the commodities required 
to be produced by such individual under 
the arrangement and to periodically in¬ 
spect the production activities on the 
land, a strong inference will be drawn 
that the arrangement contemplates par¬ 
ticipation by the owner or tenant in 
the management of the production of 
such commodities. The mere undertak¬ 
ing to select the crops or livestock to be 
produced or the type of machinery and 
implements to be furnished or to make 
decisions as to the rotation of crops gen¬ 
erally is not, in and of itself, sufficient. 
Such factors may be significant, how¬ 
ever, in making the overall determina¬ 
tion of whether the arrangement con¬ 
templates that the owner or tenant is 
to materially participate in the manage¬ 
ment of the production of the commodi¬ 
ties. Thus, if in addition to the under¬ 
standing that the owner or tenant is to 
periodically advise or consult with the 
individual as to the production of the 
commodities and periodically inspect the 
production activities on the land, it is 
also understood that the owner is to 
select the type of crops and livestock to 
be produced and the type of machinery 
and implements to be furnished and to 
make decisions as to the rotation of 
crops, the arrangement will be treated 
as contemplating material participation 
of the owner or tenant in the manage¬ 
ment of production of such commodities. 

(5) Actual participation. In order 
for the rental income received by the 
owner or tenant of land to be treated 
as includible farm rental income, not 
only must it be derived pursuant to the 
arrangement described in subparagraph 
(1) of this paragraph, but also the owner 
or tenant must actually participate to a 
material degree in the production or in 
the management of the production of 
any of the commodities required to be 
produced under the arrangement, or he 
must actually participate in both the 
production and management of the pro¬ 
duction to an extent that his participa¬ 
tion in the one when combined with his 
participation in the other will be con¬ 
sidered participation to a material de¬ 
gree. If the owner or tenant shows that 
he periodically advises or consults with 
the individual, who under the arrange¬ 
ment produces the agricultural or horti¬ 
cultural commodities, as to the produc¬ 
tion of any of these commodities and also 
shows that he periodically inspects the 
production activities on the land, he will 
have presented strong evidence of the 
existence of the degree of participation 
contemplated by section 1402(a) (1). If, 
in addition to the foregoing, the owner 
or tenant shows that he furnishes a sub¬ 
stantial portion of the machinery, im¬ 
plements, and livestock used in the 
production of the commodities or that he 
furnishes or advances funds, or assumes 
financial responsibility, for a substantial 
part of the expense involved in the pro¬ 
duction of the commodities, he will have 
established the existence of the degree of 
participation contemplated by section 
1402(a) (1) and this paragraph. 


(6) Employees or agents. Any ar¬ 
rangement entered into by an employee 
or agent of an owner or tenant and an¬ 
other individual shall be considered an 
arrangement entered into by the owner 
or tenant for purposes of satisfying the 
requirement set forth in subparagraphs 
(2) and (3) of this paragraph that the 
income must be derived under an ar¬ 
rangement between the owner or tenant 
and another individual. For purposes 
of determining whether the arrange¬ 
ment satisfies the requirement set forth 
in subparagraph (4) of this paragraph 
that the parties contemplate that the 
owner or tenant will materially partici¬ 
pate in the production or management of 
production of a commodity, services 
which will be performed by an employee 
or agent of the owner or tenant are con¬ 
sidered to be services which the arrange¬ 
ment contemplates will be performed by 
the owner or tenant. Services performed 
by such an employee or agent are con¬ 
sidered services performed by the owner 
or tenant in determining the extent to 
which the owner or tenant has partici¬ 
pated in the production or management 
of production of a commodity. 

(7) Examples. Application of the 
rules prescribed in this paragraph may 
be illustrated by the following examples: 

Example (1). After the death of her hus¬ 
band, Mrs. A rents her farm, together with 
its machinery and equipment, to B for one- 
half of the proceeds from the commodities 
produced on such farm by B. It is agreed 
that B will live in the tenant house on the 
farm and be responsible for the over-all 
operation of the farm, such as planting, cul¬ 
tivating, and harvesting the field crops, 
caring for the orchard and harvesting the 
fruit and caring for the livestock and poul¬ 
try. It also is agreed that Mrs. A will con¬ 
tinue to live in the farm residence and help 
B operate the farm. Under the agreement 
it is contemplated that Mrs. A will regularly 
operate and clean the cream separator and 
feed the poultry flock and collect the eggs. 
When possible she will assist B in such work 
as spraying the fruit trees, penning livestock, 
culling the poultry, and controlling weeds. 
She will also assist in preparing the meals 
when B engages seasonal workers. The 
agreement between Mrs. A and B clearly pro¬ 
vides that she will materially participate in 
the over-all production operations to be con¬ 
ducted on her farm by B. In actual practice, 
Mrs. A performs such regular and intermit¬ 
tent services. The regularly performed serv¬ 
ices are material to the production of an 
agricultural commodity, and the intermit¬ 
tent services performed are material to the 
production operations to which they relate. 
The furnishing of a substantial portion of 
the farm machinery and equipment also adds 
support to a conclusion that Mrs. A has ma¬ 
terially participated. Accordingly, the rental 
income Mrs. A receives from her farm should 
be included in net earnings from self- 
employment. 

Example (2). D agrees to produce a crop 
on C’s cotton farm under an arrangement 
providing that C and D will each receive one- 
half of the proceeds from such production. 
C agrees to furnish all the necessary equip¬ 
ment, and it is understood that he is to ad¬ 
vise D when to plant the cotton and when it 
needs to be chopped, plowed, sprayed, and 
picked. It is also understood that during 
the growing season C is to inspect the crop 
every few days to determine whether D is 
properly taking care of the crop. Under the 
arrangement, D is required to furnish all 
labor needed to grow and harvest the crop. 
C, in fact, renders such advice, makes such 
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inspections, and furnishes such equipment. 
C’s contemplated participation in manage¬ 
ment decisions is considered material with 
respect to the management of the cotton 
production operation. C’s actual participa¬ 
tion pursuant to the arrangement is also 
considered to be material with respect to the 
management of the production of cotton. 
Accordingly, the income C receives from his 
cotton farm is to be included in computing 
his net earnings from self-employment. 

Example (3). E owns a grain farm and 
turns its operation over to his son, F. By 
the oral rental arrangement between E and F, 
the latter agrees to produce crops of grain 
on the farm, and E agrees that he will be 
available for consultation and advice and will 
inspect and help to harvest the crops. E 
furnishes most of the equipment, including 
a tractor, a combine, plows, wagons, drills, 
and harrows; he continues to live on the farm 
and does some of the work such as repairing 
barns and farm machinery, going to town for 
supplies, cutting weeds, etc.; he regularly in¬ 
spects the crops during the growing season; 
and he helps F to harvest the crops. Al¬ 
though the final decisions are made by F, 
he frequently consults with his father regard¬ 
ing the production of the crops. An evalua¬ 
tion of all of E’s actual activities indicates 
that they are sufficiently substantial and reg¬ 
ular to support a conclusion that he is ma¬ 
terially participating in the crop production 
operations and the management thereof. If 
it can be shown that the degree of E’s actual 
participation was contemplated by the ar¬ 
rangement, E’s income from the grain farm 
will be included in computing net earnings 
from self-employment. 

Example (4). G owns a fully-equipped 
farm which he rents to H under an ar¬ 
rangement which contemplates that G shall 
materially participate in the management of 
the production of crops raised on the farm 
pursuant to the arrangement. G lives in 
town about 5 miles from the farm. About 
twice a month he visits the farm and looks 
over the buildings and equipment. G may 
occasionally, in an emergency, discuss with 
H some phase of a crop production activity. 
In effect, H has complete charge of the 
management of farming operations regard¬ 
less of the understanding between him and 
G. Although G pays one-half of the cost 
of the seed and fertilizer and is charged 
for the cost of materials purchased by H 
to make all necessary repairs, G’s activities 
do not constitute material participation in 
the crop production activities. Accordingly, 
G’s income from the crops is not included 
in computing net earnings from self-employ¬ 
ment. 

Example (5). J owned a farm several 
miles from the town in which he lived. He 
rented the farm to K under an arrangement 
which contemplated J’s material participa¬ 
tion in the management of production of 
wheat. J furnished one-half the seed and 
fertilizer and all the farm equipment and 
livestock. He employed H to perform all 
the services in advising, consulting, and in¬ 
specting contemplated by the arrangement. 
J is materially participating in the manage¬ 
ment of production of wheat by K. The 
work done by J’s employee, H, is attributable 
to J in determining the extent of J’s par¬ 
ticipation. J’s rental income from the ar¬ 
rangement is to be included in computing 
his net earnings from self-employment. 

Example (6). Assume the same facts as 
in the previous example except that J ap¬ 
pointed the X Bank as his agent to enter 
into the rental arrangement with K and to 
perform the services contemplated by the 
arrangement. J is also materially partici¬ 
pating in the management of production of 
wheat by K because the work done by X 
Bank is attributable to J in determining the 
extent of J’s participation even though X 
Bank is an independent contractor. J’s 
rental income from the arrangement is to 
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be included in computing his net earnings 
from self-employment. 

(c) Rentals from living quarters —(1) 
No services rendered for occupants. 
Payments for the use or occupancy of 
entire private residences or living quar¬ 
ters in duplex or multiple-housing units 
are generally rentals from real estate. 
Except in the case of real-estate dealers, 
such payments are excluded in deter¬ 
mining net earnings from self-employ¬ 
ment even though such payments are 
in part attributable to personal property 
furnished under the lease. 

(2) Services rendered for occupants. 
Payments for the use or occupancy of 
rooms or other space where services are 
also rendered to the occupant, such as 
for the use or occupancy of rooms or 
other quarters in hotels, boarding houses, 
or apartment houses furnishing hotel 
services, or in tourist camps or tourist 
homes, or payments for the use or occu¬ 
pancy of space in parking lots, ware¬ 
houses, or storage garages, do not consti¬ 
tute rentals from real estate; conse¬ 
quently, such payments are included in 
determining net earnings from self-em¬ 
ployment. Generally, services are con¬ 
sidered rendered to the occupant if they 
are primarily for his convenience and are 
other than those usually or customarily 
rendered in connection with the rental of 
rooms or other space for occupancy 
only. The supplying of maid service, for 
example, constitutes such service; 
whereas the furnishing of heat and light, 
the cleaning of public entrances, exits, 
stairways and lobbies, the collection of 
trash, and so forth, are not considered 
as services rendered to the occupant. 

(3) Example. The application of this 
paragraph may be illustrated by the 
following example: 

Example. A, an individual, owns a build¬ 
ing containing four apartments. During the 
taxable year, he receives $1,400 from apart¬ 
ments numbered 1 and 2, which are rented 
without services rendered to the occupants, 
and $3,600 from apartments numbered 3 and 
4, which are rented with services rendered 
to the occupants. His fixed expenses for the 
four apartments aggregate $1,200 during the 
taxable year. In addition, he has $500 of 
expenses attributable to the services ren¬ 
dered to the occupants of apartments 3 and 4. 
In determining his net earnings from self- 
employment, A includes the $3,600 received 
from apartments 3 and 4, and the expenses 
of $1,100 ($500 plus one-half of $1,200) at¬ 
tributable thereto. The rentals and expenses 
attributable to apartments 1 and 2 are ex¬ 
cluded. Therefore, A has $2,500 of net earn¬ 
ings from self-employment for the taxable 
year from the building. 

(d) Treatment of business income 
which includes rentals from real estate. 
Except in the case of a real-estate dealer, 
where an individual or a partnership is 
engaged in a trade or business the in¬ 
come of which is classifiable in part as 
rentals from real estate, only that por¬ 
tion of such income which is not classifi¬ 
able as rentals from real estate, and the 
expenses attributable to such portion, are 
included in determining net earnings 
from self-employment. 

§ 1.1402 (a)-5 Dividends and interest. 

(a) All dividends on shares of stock 
are excluded unless they are received by 
an individual in the course of his trade 


or business as a dealer in stocks or se¬ 
curities. 

(b) Interest on any bond, debenture 
note, or certificate, or other evidence of 
indebtedness, issued with interest cou¬ 
pons or in registered form by any cor¬ 
poration (including one issued by a gov¬ 
ernment or political subdivision thereof) 
is excluded unless such interest is re¬ 
ceived in the course of a trade or business 
as a dealer in stocks or securities. How¬ 
ever, interest with respect to which a 
credit against tax is allowable as pro¬ 
vided in section 35, that is, interest on 
certain obligations of the United States 
and its instrumentalities, is not included 
in net earnings from self-employment 
even though received in the course of a 
trade or business as a dealer in stocks 
or securities. Only interest on bonds, 
debentures, notes, or certificates, or other 
evidence of indebtedness, issued with 
interest coupons or in registered form by 
a corporation, is excluded in the case of 
all persons other than dealers in stocks 
or securities; other interest received in 
the course of any trade or business (such 
as interest received by a pawnbroker on 
his loans or interest received by a mer¬ 
chant on his accounts or notes receiv¬ 
able) is not excluded. 

(c) Dividends and interest of the 
character excludable under paragraphs 
(a) and (b) of this section received by 
an individual on stocks or securities held 
for speculation or investment are ex¬ 
cluded whether or not the individual is' 
a dealer in stocks or securities. 

(d) A dealer in stocks or securities is 
a merchant of stocks or securities with 
an established place of business, regu¬ 
larly engaged in the business of pur¬ 
chasing stocks or securities and reselling 
them to customers; that is, he is one 
who as a merchant buys stocks or securi¬ 
ties and sells them to customers with a 
view to the gains and profits that may 
be derived therefrom. Persons who buy 
and sell or hold stocks or securities for 
investment or speculation, irrespective 
of whether such buying or selling consti¬ 
tutes the carrying on of a trade or busi¬ 
ness, are not dealers in stocks or se¬ 
curities. 

§ 1.1402(a)—6 Gain or loss from dis¬ 
position of property. 

(a) There is excluded any gain or 
loss: (1) Which is considered as gain or 
loss from the sale or exchange of a capi¬ 
tal asset; (2) from the cutting of timber 
or the disposal of timber or the disposal 
of coal, even though held primarily for 
sale to customers, if section 631 is ap¬ 
plicable to such gain or loss; and (3) 
from the sale, exchange, involuntary 
conversion, or other disposition of prop¬ 
erty if such property is neither (i) stock 
in trade or other property of a kind 
which would properly be includible in 
inventory if on hand at the close of the 
taxable year, nor (ii) property held pri¬ 
marily for sale to customers in the ordi¬ 
nary course of a trade or business. For 
the purpose of the special rule in sub- 
paragraph (3) of this paragraph, it is 
immaterial whether a gain or loss is 
treated as a capital gain or loss or as 
an ordinary gain or loss for purposes 
other than determining net earnings 
from self-employment. For instance, 
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-where the character of a loss is governed 
by the provisions of section 1231, such 
loss is excluded in determining net earn¬ 
ings from self-employment even though 
such loss is treated under section 1231 
as an ordinary loss. For the purposes 
of this special rule, the term “involun¬ 
tary conversion” means a compulsory or 
involuntary conversion of property into 
other property or money as a result of 
its destruction in whole or in part, theft 
or seizure, or an exercise of the power 
of requisition or condemnation or the 
threat or imminence thereof; and the 
term “other disposition” includes the 
destruction or loss, in whole or in part, 
of property by fire, storm, shipwreck, or 
other casualty, or by theft, even though 
there is no conversion of such property 
into other property or money. 

(b) The application of this section 
may be illustrated by the following ex¬ 
ample: 

Example. During the taxable year 1954, 
A, who owns a grocery store, realized a net 
profit of $1,500 from the sale of groceries and 
a gain of $350 from the sale of a refrigerator 
case. During the same year, he sustained 
a loss of $2,000 as a result of damage by fire 
to the store building. In computing taxable 
income, all of these items are taken into 
account. In determining net earnings from 
self-employment, however, only the $1,500 
of profit derived from the sale of groceries 
is included. The $350 gain and the $2,000 
loss are excluded. 

§ 1.1402(a)—7 Net operating loss deduc¬ 
tion. 

The deduction provided by section 172, 
relating to net operating losses sustained 
in years other than the taxable year, 
is excluded. 

§ 1.1402(a)—8 Community income. 

(a ) In case of an individual. If any 
of the income derived by an individual 
from a trade or business (other than a 
trade or business carried on by a part¬ 
nership) is community income under 
community property laws applicable to 
such income, all of the gross income, and 
the deductions attributable to such in¬ 
come, shall be treated as the gross in¬ 
come and deductions of the husband un¬ 
less the wife exercises substantially all 
of the management and control of such 
trade or business, in which case all of 
such gross income and deductions shall 
be treated as the gross income and de¬ 
ductions of the wife. For the purpose 
of this special rule, the term “manage¬ 
ment and control” means management 
and control in fact, not the management 
and control imputed to the husband un¬ 
der the community property laws. For 
example, a wife who operates a beauty 
parlor without any appreciable collab¬ 
oration on the part of her husband will 
be considered as having substantially all 
of the management and control of such 
business despite the provision of any 
community property law vesting in the 
husband the right of management and 
control of community property; and the 
income and deductions attributable to 
the operation of such beauty parlor will 
be considered the income and deductions 
of the wife. 

(b) in case of a partnership. Even 
though a portion of a partner’s distribu¬ 
tive share of the income or loss, described 
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in section 702(a)(9), from a trade or 
business carried on by a partnership is 
community income or loss under the 
community property laws applicable to 
such share, all of such distributive share 
shall be included in computing the net 
earnings from self-employment of such 
partner; no part of such share shall be 
taken into account in computing the net 
earnings from self-employment of the 
spouse of such partner. In any case in 
which both spouses are members of the 
same partnership, the distributive share 
of the income or loss of each spouse is in¬ 
cluded in computing the net earnings 
from self-employment of that spouse. 

§ 1.1402(a)—9 Puerto Rico. 

(a) Residents . A resident of Puerto 
Rico, whether or not a bona fide resident 
thereof during the entire taxable year, 
and whether or not an alien, a citizen of 
the United States, or a citizen of Puerto 
Rico, shall compute his net earnings 
from self-employment in the same man¬ 
ner as would a citizen of the United 
States residing in the United States. 
See paragraph (d) of § 1.1402 (b)-l for 
regulations relating to nonresident 
aliens. For the purpose of the tax on 
self-employment income, the gross in¬ 
come of such a resident of Puerto Rico 
also includes income from Puerto Rican 
sources. Thus, under this special rule, 
income from Puerto Rican sources will 
be included in determining net earnings 
from self-employment of a resident of 
Puerto Rico engaged in the active con¬ 
duct of a trade or business in Puerto 
Rico despite the fact that, under section 
933, such income may not be taken into 
account for purposes of the tax under 
section 1 or 3. 

(b) Nonresidents. A citizen of Puerto 
Rico who is also a citizen of the United 
States and who is not a resident of 
Puerto Rico will compute his net earn¬ 
ings from self-employment in the same 
manner and subject to the same pro¬ 
visions of law and regulations as other 
citizens of the United States. 

§ 1.1402(a)—10 Personal exemption de¬ 
duction. 

The deduction provided by section 151, 
relating to personal exemptions, is ex¬ 
cluded. 

§ 1.1402(a)—11 Ministers and members 
of religious orders. 

(a) In general. For each taxable 
year ending after 1954 in which a min¬ 
ister or member of a religious order is 
engaged in a trade or business, within 
the meaning of section 1402(c) and 
§ 1.1402(c)-5, with respect to service 
performed in the exercise of his minis¬ 
try or in the exercise of duties required 
by such order, net earnings from self- 
employment from such trade or business 
include the gross income derived during 
the taxable year from any such service, 
less the deductions attributable to such 
gross income. For each taxable year 
ending on or after December 31, 1957, 
such minister or member of a religious 
order shall compute his net earnings 
from self-employment derived from the 
performance of such service without re¬ 
gard to the exclusions from gross in¬ 
come provided by section 107 (relating 
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to rental value of parsonages) and sec¬ 
tion 119 (relating to meals and lodging 
furnished for the convenience of the 
employer). Thus, a minister who is sub¬ 
ject to self-employment tax with respect 
to his services as a minister will include 
in the computation of his net earnings 
from self-employment for a taxable 
year ending on or after December 31, 
1957, the rental value of a home fur¬ 
nished to him as remuneration for serv¬ 
ices performed in the exercise of his 
ministry or the rental allowance paid 
to him as remuneration for such services 
irrespective of whether such rental value 
or rental allowance is excluded from 
gross income by section 107. Similarly, 
the value of any meals or lodging fur¬ 
nished to a minister or to a member of 
a religious order in connection with serv¬ 
ice performed in the exercise of his min¬ 
istry or as a member of such order will 
be included in the computation of his 
net earnings from self-employment for 
a taxable year ending on or after De¬ 
cember 31, 1957, notwithstanding the 
exclusion of such value from gross in¬ 
come by section 119. 

(b) In employ of American employer . 
If a minister or member of a religious 
order engaged in a trade or business 
described in section 1402(c) and § 1.1402 
(c)-5 is a citizen of the United States 
and performs service, in his capacity as 
a minister or member of a religious or¬ 
der, as an employee of an American em¬ 
ployer, as defined in section 3121(h) and 
the regulations thereunder in Part 31 
of this chapter (Employment Tax Reg¬ 
ulations), his net earnings from self- 
employment derived from such service 
shall be computed as provided in para¬ 
graph (a) of this section but without 
regard to the exclusions from gross in¬ 
come provided in section 911, relating 
to earned income from sources without 
the United States, and section 931, re¬ 
lating to income from sources within 
possessions of the United States. Thus, 
even though all the income of the min¬ 
ister or member for service of the char¬ 
acter to which this paragraph is appli¬ 
cable was derived from sources without 
the United States, or from sources within 
possessions of the United States, and 
therefore may be excluded from gross 
income, such income is included in com¬ 
puting net earnings from self-employ¬ 
ment. 

(c) Minister in a foreign country 
whose congregation is composed pre¬ 
dominantly of citizens of the United 
States; taxable years ending after 1956 — 
(1) General rule. For any taxable year 
ending after 1956, a minister of a church, 
who is engaged in a trade or business 
within the meaning of section 1402(c) 
and § 1.1402(c)-5, is a citizen of the 
United States, is performing service in 
the exercise of his ministry in a foreign 
country, and has a congregation com¬ 
posed predominantly of United States 
citizens, shall compute his net earnings 
from self-employment derived from his 
services as a minister for such taxable 
year without regard to the exclusion 
from gross income provided in section 
911, relating to earned income from 
sources without the United States. For 
taxable years ending on or after Decern- 
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ber 31, 1957, such minister shall also 
disregard sections 107 and 119 in the 
computation of his net earnings from 
self-employment. (See paragraph (a) 
of this section.) For purposes of sec¬ 
tion 1402(a)(8) and this paragraph a 
“congregation composed predominantly 
of citizens of the United States” means 
a congregation the majority of which 
throughout the greater portion of its 
minister’s taxable year were United 
States citizens. 

(2) Election for taxable years ending 
after 1954 and before 1957. (i) A min¬ 

ister described in subparagraph (1) of 
this paragraph who, for a taxable year 
ending after 1954 and before 1957, had 
income from service described in such 
subparagraph which would have been 
included in computing net earnings from 
self-employment if such income had been 
derived in a taxable year ending after 
1956 by an individual who had filed a 
waiver certificate under section 1402(e), 
may elect to have section 1402(a)(8) 
and subparagraph (1) of 4his paragraph 
apply to his income from such service 
for his taxable years ending after 1954 
and before 1957. If such minister filed a 
waiver certificate prior to August 1, 1956, 
in accordance with § 1.1402(e)-l, or he 
files such a waiver certificate on or before 
the due date of his return (including 
any extensions thereof) for his last taxa¬ 
ble year ending before 1957, he must 
make such election on or before the due 
date of his return (including any ex¬ 
tensions thereof) for such taxable year 
or before April 16, 1957, whichever is 
the later. If the waiver certificate is 
not so filed, the minister must make his 
election on or before the due date of the 
return (including any extensions there¬ 
of) for his first taxable year ending after 
1956. Notwithstanding the expiration of 
the period prescribed by section 1402 
(e) (2) for filing such waiver, the min¬ 
ister may file a waiver certificate at the 
time he makes the election. In no event 
shall an election be valid unless the min¬ 
ister files prior to or at the time of the 
election a waiver certificate in accord¬ 
ance with § 1.1402(e)-1. 

(ii) The election shall be made by 
filing with the district director of in¬ 
ternal revenue with whom the waiver 
certificate, Form 2031, is filed a written 
statement indicating that, by reason of 
the Social Security Amendments of 1956, 
the minister desires to have the Federal 
old-age, survivors, and disability insur¬ 
ance system established by title II of the 
Social Security Act extended to his serv¬ 
ices performed in a foreign country as a 
minister of a congregation composed 
predominantly of United States citizens 
beginning with the first taxable year 
ending after 1954 and prior to 1957 for 
which he had income from such services.- 
The statement shall be dated and signed 
by the minister and shall clearly state 
that it is an election for retroactive self- 
employment tax coverage under the Self- 
Employment Contributions Act of 1954. 
In addition, the statement shall include 
the following information: 

(a) The name and address of the 
minister. 
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(b) His social security account num¬ 
ber, if he has one. 

(c) That he is a duly ordained, com¬ 
missioned, or licensed minister of a 
church. 

( d) That he is a citizen of the United 
States. 

(e) That he is performing services in 
the exercise of his ministry in a foreign 
country. 

(/) That his congregation is composed 
predominantly of citizens of the United 
States. 

(g) (1) That he has filed a waiver cer¬ 
tificate and, if so, where and under what 
circumstances the certificate was filed 
and the taxable year for which it is ef¬ 
fective; or (2) That he is filing a waiver 
certificate with his election for retro¬ 
active coverage and, if so, the taxable 
year for which it is effective. 

(h) That he has or has not filed in¬ 
come tax returns for his taxable years 
ending after 1954 and before 1957. If he 
has filed such returns, he shall state the 
years for which they were filed and 
indicate the district director of internal 
revenue with whom they were filed. 

(iii) Notwithstanding section 1402(e) 
(3), a waiver certificate filed pursuant to 
§ 1.1402(e)-l by a minister making an 
election under this paragraph shall be 
effective (regardless of when such cer¬ 
tificate is filed) for such minister’s first 
taxable year ending after 1954 in which 
he had income from service described in 
subparagraph (1) of this paragraph or 
for the taxable year of the minister pre¬ 
scribed by section 1402(e)(3), if such 
taxable year is earlier, and for all suc¬ 
ceeding taxable years. 

(iv) No interest or penalty shall be 
assessed or collected for failure to file 
a return within the time prescribed by 
law if such failure arises solely by reason 
of an election made by a minister pur¬ 
suant to this paragraph or for any un¬ 
derpayment of self-employment income 
tax arising solely by reason of such elec¬ 
tion, for the period ending with the date 
such minister makes an election pur¬ 
suant to this paragraph. 

(d) Treatment of certain remunera¬ 
tion paid in 1955 and 1956 as wages. For 
treatment of remuneration paid to an 
individual for service described in sec¬ 
tion 3121(b)(8)(A) which was errone¬ 
ously treated by the organization 
employing him as employment within 
the meaning of chapter 21 of the Inter¬ 
nal Revenue Code, see § 1.1402(e) (4)-l. 

§ 1.1402(a)—12 Possession of the United 
States. 

For purposes of the tax on self-em¬ 
ployment income, the term “possession 
of the United States”, as used in section 
931 (relating to income from sources 
within possessions of the v United States) 
and section 932 (relating to citizens of 
possessions of the United States) shall 
be deemed not to include the Virgin 
Islands, Guam, or American Samoa. 
The provisions of section 1402(a) (9) and 
of this section insofar as they involve 
nonapplication of sections 931 and 932 to 
Guam or American Samoa, shall apply 
only in the case of taxable years begin¬ 
ning after 1960. 


§ 1.1402 (a)-13 Income from agricul 
tural activity. 

(a) Agricultural trade or business 
(1) An agricultural trade or business is 
one in which, if the trade or business 
were carried on exclusively by employees 
the major portion of the services would 
constitute agricultural labor as defined 
in section 3121(g) and the regulations 
thereunder in Part 31 of this chapter 
(Employment Tax Regulations). i n 
case the services are in part agricultural 
and in part nonagricultural, the time de¬ 
voted to the performance of each type of 
service is the test to be used to determine 
whether the major portion of the serv¬ 
ices would constitute agricultural labor. 
If more than half of the time spent in 
performing all the services is spent in 
performing services which would con¬ 
stitute agricultural labor under section 
3121(g), the trade or business is agricul¬ 
tural. If only half, or less, of the time 
spent in performing all the services is 
spent in performing services which would 
constitute agricultural labor under sec¬ 
tion 3121(g), the trade or business is not 
agricultural. In every case the time 
spent in performing the services will be 
computed by adding the time spent in 
the trade or business during the taxable 
year by every individual (including the 
individual carrying on such trade or 
business and the members of his family) 
in performing such services. The opera¬ 
tion of this special rule is not affected by 
section 3121(c), relating to the included- 
excluded rule for determining employ¬ 
ment. 

(2) The rules prescribed in subpara¬ 
graph (1) of this paragraph have no 
application where the nonagricultural 
services are performed in connection 
with an enterprise which constitutes a 
trade or business separate and distinct 
from the trade or business conducted 
as an agricultural enterprise. Thus, the 
operation of a roadside automobile serv¬ 
ice station on farm premises constitutes 
a trade or business separate and distinct 
from the agricultural enterprise, and the 
gross income derived from such service 
station, less the deductions attributable 
thereto, is to be taken into account in 
determining net earnings from self-em¬ 
ployment. 

(b) Farm operator’s income for tax¬ 
able years ending before 1955. Income 
derived in a taxable year ending before 
1955 from any agricultural trade or busi¬ 
ness (see paragraph (a) of this section), 
and all deductions attributable to such 
income, are excluded in computing net 
earnings from self-employment. 

(c) Farm operator’s income for tax¬ 
able years ending after 1954. Income 
derived in a taxable year ending after 
1954 from an agricultural trade or busi¬ 
ness (see paragraph (a) of this section) 
is includible in computing net earnings 
from self-employment. Income derived 
from an agricultural trade or business 
includes income derived by an individual 
under an agreement entered into by such 
individual with another person pursuant 
to which such individual undertakes to 
produce agricultural or horticultural 
commodities (including livestock, bees, 
poultry, and fur-bearing animals and 
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wildlife) on land owned or leased by 
such other person and pursuant to which 
the agricultural or horticultural com¬ 
modities produced by such individual, or 
the proceeds therefrom, are to be divided 
between such individual and such other 
person, and the amount of such indi¬ 
vidual’s share depends on the amount of 
the agricultural or horticultural com¬ 
modities produced. However, except as 
provided in paragraph (d) of this section, 
relating to arrangements involving ma¬ 
terial participation, the income derived 
under such an agreement by the owner 
or lessee of the land is not includible 
in computing net earnings from self- 
employment. See § 1.1402(a)-4. For 
options relating to the computation of 
net earnings from self-employment, see 
§§ 1.1402(a)-14 and 1.1402(a)-15. 

(d) Includible farm rental income for 
taxable years ending after 1955. For 
taxable years ending after 1955, income 
derived from an agricultural trade or 
business (see paragraph (a) of this sec¬ 
tion) includes also income derived by 
the owner or tenant of land under an 
arrangement between such owner or 
tenant and another individual, if such 
arrangement provides that such other in¬ 
dividual shall produce agricultural or 
horticultural commodities (including 
livestock, bees, poultry, and fur-bearing 
animals and wildlife) on such land, and 
that there shall be material participation 
by the owner or tenant in the production 
or the management of the production of 
such agricultural or horticultural com¬ 
modities, and if there is material par¬ 
ticipation by the owner or tenant with 
respect to any such agricultural or horti¬ 
cultural commodity. See paragraph (b) 
of § 1.1402(a)-4. For options relating to 
the computation of net earnings from 
self-employment, see §§ 1.1402(a)-14 
and 1.1402 (a)-15. 

(e) Income from service performed 
atfer 1956 as_ a crew leader. Income 
derived by a crew leader (see section 
3121(o) and the regulations thereunder 
in Part 31 of this chapter (Employment 
Tax Regulations)) from service per¬ 
formed after 1956 in furnishing indi¬ 
viduals to perform agricultural labor for 
another person and from service per¬ 
formed after 1956 in agricultural labor as 
a member of the crew is considered to 
be income derived from a trade or busi¬ 
ness for purposes of § 1.1402 (c)-l. 
Whether such trade or business is an 
agricultural trade or business shall be 
determined by applying the rules set 
forth in this section. 

§ 1.1402(a)—14 Options available to 
farmers in computing net earnings 
from self-employment for taxable 
years ending after 1954 and before 
December 31, 1956. 

(a) Computation of net earnings. In 
the case of any trade or business which 
is carried on by an individual who re¬ 
ports his income on the cash receipts 
and disbursements method, and in which, 
if it were carried on exclusively by em¬ 
ployees, the major portion of the services 
would constitute agricultural labor as 
defined in section 3121(g) (see para¬ 
graph (a) of § 1.1402(a)-13), net earn¬ 
ings from self-employment may, for a 
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taxable year ending after 1954, at the 
option of the taxpayer, be computed as 
follows: 

(1) Gross income $1,800 or less. If 
the gross income, computed as provided 
in paragraph (b) of this section, from 
such trade or business is $1,800 or less, 
the taxpayer may, at his option, treat as 
net earnings from self-employment from 
such trade or business an amount equal 
to 50 percent of such gross income. If 
the taxpayer so elects, the amount equal 
to 50 percent of such gross income shall 
be used in computing his self-employ¬ 
ment income in lieu of his actual net 
earnings from such trade or business, if 
any. 

(2) Gross income in excess of $1,800. 
If the gross income, computed as pro¬ 
vided in paragraph (b) of this section, 
from such trade or business is more than 
$1,800, and the actual net earnings from 
self-employment from such trade or 
business are less than $900, the taxpayer 
may, at his option, treat $900 as net earn¬ 
ings from self-employment. If the tax¬ 
payer so elects, $900 shall be used in 
computing his self-employment income 
in lieu of his actual net earnings from 
such trade or business, if any. However, 
if the taxpayer’s actual net earnings 
from such trade or business, as com¬ 
puted in accordance with §§ 1.1402(a)-1 
through 1.1402(a)-3 are $900 or more, 
such actual net earnings shall be used in 
computing his self-employment income. 

(b) Computation of gross income. 
For purposes of paragraph (a) of this 
section, gross income shall consist of the 
gross receipts from such trade or business 
reduced by the cost or other basis of 
property which was purchased and sold 
in carrying on such trade or business, 
adjusted (after such reduction) in ac¬ 
cordance with the provisions of § 1.1402 
(a)-3, relating to income and deductions 
not included in computing net earnings 
from self-employment. 

(c) Two or more agricultural activi¬ 
ties. If an individual is engaged in more 
than one agricultural trade or business 
within the meaning of paragraph (a) of 
§ 1.1402 (a)-13 (for example, the busi¬ 
ness of ordinary farming and the busi¬ 
ness of cotton ginning), the gross income 
derived from each agricultural trade or 
business shall be aggregated for purposes 
of the optional method provided in para¬ 
graph (a) of this section for computing 
net earnings from self-employment. 

(d) Examples. Application of the 
regulations prescribed in paragraphs (a) 
and (b) of this section may be illustrated 
by the following examples: 

Example (1). F, a farmer, uses the cash 
receipts and disbursements method of ac¬ 
counting in making his income tax returns. 
F’s books and records show that during the 
calendar year 1955 he received $1,2C0 from 
the sale of produce raised on the farm, $200 
from the sale of livestock raised on the farm 
and not held for breeding or dairy purposes, 
and $600 from the sale of a tractor. The 
income from the sale of the tractor is of a 
type which is excluded from net earnings 
from self-employment by section 1402(a). 
F’s actual net earnings from self-employ¬ 
ment, computed in accordance with the pro¬ 
visions of §§ 1.1402(a)-1 through ^.1402(a)-3, 
are $450. F may report $450 as his net earn¬ 
ings from self-employment or he may elect 
to report $700 (one-half of $1,400). 


Example (2). C, a cattleman, uses the 
cash receipts and disbursements method of 
accounting in making his income tax re¬ 
turns. C had actual net earnings from self- 
employment, computed in accordance with 
the provisions of §§ 1.1402 (a)-1 through 
1.1402(a)-3, of $725. His gross receipts were 
$1,000 from the sale of produce raised on 
the farm and $1,200 from the sale of feeder 
cattle, which C bought for $500. The in¬ 
come from the sale of the feeder cattle is 
of a type which is included in computing 
net earnings from self-employment. There¬ 
fore, C may report $725 as his net earnings 
from self-employment or he may elect to 
report $850, one-half of $1,700 ($2,200 minus 
$500). 

Example (3). R, a rancher, has gross in¬ 
come of $3,000 from the operation-of his 
ranch, computed as provided in paragraph 
(b) of this section. His actual net earnings 
from self-employment from farming activi¬ 
ties are less than $900. R, nevertheless, may 
elect to report $900 as net earnings from 
self-employment from such trade or busi¬ 
ness. If R had actual net earnings from 
self-employment from his farming activi¬ 
ties in the amount of $900 or more, he would 
be required to report such amount in com¬ 
puting his self-employment income. 

(e) Members of farm partnerships. 
The optional method provided by para¬ 
graph (a) of this section for computing 
net earnings from self-employment is 
not available to a member of a part¬ 
nership with respect to his distributive 
share of the income or loss from any 
trade or business carried on by any part¬ 
nership of which he is a member. 

§ 1.1402(a)—15 Options available to 
farmers in computing net earnings 
from self-employment for taxable 
years ending on or after December 
31, 1956. 

(a) Computation of net earnings. In 
the case of any trade or business which 
is carried on by an individual or by a 
partnership and in which, if such trade 
or business were carried on exclusively 
by employees, the major portion of the 
services would constitute agricultural 
labor as defined in section 3121(g) (see 
paragraph (a) of § 1.1402(a)-13), net 
earnings from self-employment may, for 
a taxable year ending on or after De¬ 
cember 31, 1956, at the option of the 
taxpayer, be computed as follows: 

(1) In case of an individual —(i) 
Gross income $1,800 or less. If the gross 
income, computed as provided in para¬ 
graph (b) of this section, from such 
trade or business is $1,800 or less, the 
taxpayer may, at his option, treat as 
net earnings from self-employment from 
such trade or business an amount equal 
to 66% percent of such gross income. 
If the taxpayer so elects, the amount 
equal to 66% percent of such gross in¬ 
come shall be used in computing his self- 
employment income in lieu of his actual 
net earnings from such trade or busi¬ 
ness, if any. 

(ii) Gross income in excess of $1,800. 
If the gross income, computed as pro¬ 
vided in paragraph (b) of this section, 
from such trade or business is more than 
$1,800, and the net earnings from self- 
employment from such trade or business 
(computed without regard to this sec¬ 
tion) are less than $1,200, the taxpayer 
may, at his option, treat $1,200 as net 
earnings from self-employment. If the 
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taxpayer so elects, $1,200 shall be used in 
computing his self-employment income 
in lieu of his actual net earnings from 
such trade or business, if any. However, 
if the taxpayer’s actual net earnings 
from such trade or business, as computed 
in accordance with the applicable pro¬ 
visions of §§ 1.1402(a)-l to 1.1402(a)- 
13, inclusive, are $1,200 or more, such ac¬ 
tual net earnings shall be used in 
computing his self-employment income. 

(2) In case of a member of a partner¬ 
ship —(i) Distributive share of gross in¬ 
come $1,800 or less . If a taxpayer’s dis¬ 
tributive share of the gross income of a 
partnership (as such gross income is 
computed under the provisions of para¬ 
graph (b) of this section) derived from 
such trade or business (after such gross 
income has been reduced by the sum of 
all payments to which section 707(c) ap¬ 
plies) is $1,800 or less, the taxpayer may, 
at his option, treat as his distributive 
share of income described in section 
702(a)(9) derived from such trade or 
business an amount equal to 66% percent 
of his distributive share of such gross 
income (after such gross income has 
been reduced by the sum of all payments 
to which section 707(c) applies). If the 
taxpayer so elects, the amount equal to 
66 % percent of his distributive share of 
such gross income shall be used by him in 
the computation of his net earnings 
from self-employment in lieu of the ac¬ 
tual amount of his distributive share of 
income described in section 702(a)(9) 
from such trade or business, if any. 

(ii) Distributive share of gross income 
in excess of $1,800. If a taxpayer’s dis¬ 
tributive share of the gross income of the 
partnership (as such gross income is 
computed under the provisions of para¬ 
graph (b) of this section) derived from 
such trade or business (after such gross 
income has been reduced by the sum of 
all payments to which section 707(c) ap¬ 
plies) is more than $1,800 and the actual 
amount of his distributive share 
(whether or not distributed) of income 
described in section 702(a)(9) derived 
from such trade or business (computed 
without regard to this section) is less 
than $1,200, the taxpayer may, at his 
option, treat $1,200 as his distributive 
share of income described in section 
702(a)(9) derived from such trade or 
business. If the taxpayer so elects, $ 1,200 
shall be used by him in the computation. 
of his net earnings from self-employment 
in lieu of the actual amount of his dis¬ 
tributive share of income described in 
section 702(a)(9) from such trade or 
business, if any. However, if the actual 
amount of the taxpayer’s distributive 
share of income described in section 702 

(a) (9) from such trade or business, as 
computed in accordance-with the ap- 
plisable provisions of §§ 1.1402(a)-l to 
1.1402(a)-13, inclusive, is $1,200 or more, 
such actual amount of the taxpayer’s 
distributive share shall be used in com¬ 
puting his net earnings from self- 
employment. 

(iii) Cross reference. For a special 
rule in the case of certain deceased part¬ 
ners, see paragraph (c) of § 1.1402(f)-l. 

(b) Computation of gross income. 
For purposes of this section gross income 
has the following meanings: 


(1) In the case of any such trade or 
business in which the income is com¬ 
puted under a cash receipts and dis¬ 
bursements method, the gross receipts 
from such trade or business reduced by 
the cost or other basis of property which 
was purchased and sold in carrying on 
such trade or business (see paragraphs 

(a) and (c), other than paragraph (a) 
(5), of §1.61-4), adjusted (after such 
reduction) in accordance with the ap¬ 
plicable provisions of §§ 1.1402(a)-3 to 
1.1402 (a)-13, inclusive. 

(2) In the case of any such trade or 
business in which the income is com¬ 
puted under an accrualhiethod (see par¬ 
agraphs (b) and (c), other than para¬ 
graph (b)(5), of §1.61-4), the gross 
income from such trade or business, 
adjusted in accordance with the appli¬ 
cable provisions of §§ 1.1402 (a)-3 to 
1.1402 (a)-13, inclusive. 

(c) Two or more agricultural activi¬ 
ties. If an individual (including a mem¬ 
ber of a partnership) derives gross in¬ 
come (as defined in paragraph (b) of 
this section) from more than one agri¬ 
cultural trade or business, such gross 
income (including his distributive share 
of the gross income of any partnership 
derived from any such trade or busi¬ 
ness) shall be deemed to have been de¬ 
rived from one trade or business. Thus, 
such an individual shall aggregate his 
gross income derived from each agri¬ 
cultural trade or business carried on by 
him (which includes, under paragraph 

(b) of § 1.1402 (a)-1, any guaranteed 
payment, within the meaning of sec¬ 
tion 707(c), received by him from a 
farm partnership of which he is a mem¬ 
ber) and his distributive share of part¬ 
nership gross income (after such gross 
income has been reduced by any guar¬ 
anteed payment within the meaning of 
section 707(c)) derived from each farm 
partnership of which he is a member. 
Such gross income is the amount to be 
considered for purposes of the optional 
method provided in this section for com¬ 
puting net earnings from self-employ¬ 
ment. If the aggregate gross income of 
an individual includes income derived 
from an agricultural trade or business 
carried on by him and a distributive 
share of partnership income derived 
from an agricultural trade or business 
carried on by a partnership of which 
he is a member, such aggregate gross 
income shall be treated as income de¬ 
rived from a single trade or business 
carried on by him, and such individual 
shall apply the optional method ap¬ 
plicable to individuals set forth in para¬ 
graph (a) (1) of this section for purposes 
of computing his net earnings from self- 
employment. 

(d) Examples. The application of 
this section may be illustrated by the 
following examples: 

Example (I). P is engaged in the busi¬ 
ness of farming and computes his income 
under the cash receipts and disbursements 
method. He files his income tax returns on 
the basis of the calendar year. During the 
year 1956, F’s gross income from the business 
of farming (computed in accordance with 
paragraph (b)(1) of this section) is $1,725. 
His actual bet earnings from self-employ¬ 
ment derived from such business are $650. 
As his net earnings from self-employment, F 


may report $650 or, by the optional compu- 
tation method, he may report $1,150 (662/ 
percent of $1,725). 

Example (2). G is engaged in the business 
of farming and computes his income under 
the accrual method. His income tax re¬ 
turns are filed on the calendar year basis' 
For the year 1957, G’s gross income from the 
operation of his farm (computed in accord¬ 
ance with paragraph (b)(2) of this section) 
is $2,500. He has actual net earnings from 
self-employment derived from such farm in 
the amount of $950. As his net earnings 
from self-employment derived from his farm 
G may report his actual net earnings of $ 950 ’ 
or by the optional method he may report 
$1,200. If G’s actual net earnings from self- 
employment from his farming activities for 
1957 were in an amount of $1,200 or more, 
he would be required to report such amount 
in computing his self-employment income 

Example (3). M, who files his income 
tax returns on a calendar year basis, is one 
of the three partners of the XYZ Company, 
a partnership, engaged in the business of 
farming. The taxable year of the partner¬ 
ship is the calendar year, and its income is 
computed under the cash receipts and dis¬ 
bursements method. For M’s services in 
connection with the planting, cultivating, 
and harvesting of the crops during the year 
1958, the partnership agrees to pay him 
$500, the full amount of which is determined 
without regard to the income of the part¬ 
nership and constitutes a guaranteed pay¬ 
ment within the meaning of section 707(c). 
This guaranteed payment to M is the only 
such payment made during such year. The 
gross income derived from the business for 
the year 1958, computed in accordance with 
paragraph (b)(1) of this section and after 
being reduced by the guaranteed payment 
of $500 made to M, is $3,000. One-third of 
the $3,000 ($1,000), is M’s distributive share 
of such gross income. Under paragraph (c) 
of this section, the guaranteed payment 
($500) received by M and his distributive 
share of the partnership gross income 
($1,000) are deemed to have been derived 
from one trade or business, and such 
amounts must be aggregated for purposes 
of the optional method of computing net 
earnings from self-employment. Since M’s 
combined gross income from his two agri¬ 
cultural businesses ($1,000 and $500) is not 
more than $1,800 and since such income is 
deemed to be derived from one trade or 
business, M’s net earnings from self-employ¬ 
ment derived from such farming business 
may, at his option, be deemed to be $ 1,000 
(66% percent of $1,500). 

Example (4). A is one of ^he two partners 
of the AB partnership which is engaged in 
the business of farming. The taxable year 
of the partnership is the calendar year and 
its income is computed under the accrual 
method. A files his income tax returns on 
the calendar year basis. The partnership 
agreement provides for an equal sharing in 
the profits and losses of the partnership by 
the two partners. A is an experienced farmer 
and for his services as manager of the part¬ 
nership’s farm activities during the year 
1959, he receives $3,000 which amount con¬ 
stitutes a guaranteed payment within be 
meaning of section 707(c). The gross in¬ 
come of the partnership derived from such 
business for the year 1959, computed in ac¬ 
cordance with paragraph (b)(2) of this sec¬ 
tion and after being reduced by the guar¬ 
anteed payment made to A, is $6,600. A’s 
distributive share of such gross income is 
$3,300, and his distributive share of income 
described in section 702(a)(9) derived from 
the partnership’s business is $1,100. Under 
paragraph (c) of this section, the guar¬ 
anteed payment received by A and his dis¬ 
tributive share of the partnership gross in¬ 
come are deemed to have been derived from 
one trade or business, and such amounts 
must be aggregated for purposes of *he 
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optional method of computing his net earn¬ 
ings from self-employment. Since the ag¬ 
gregate of A’s guaranteed payment ($3,000) 
and his distributive share of partnership 
gross income ($3,300) is more than $1,800 
|nd since the aggregate of A’s guaranteed 
payment ($3,000) and his distributive share 
($1,100) of partnership income described in 
section 702(a) (9) is not less than $1,200, the 
optional method of computing net earnings 
from self-employment is not available to A. 

Example (5). F is a member of the EFG 
partnership which is engaged in the business 
of farming. F files his income tax returns on 
the calendar year basis. The taxable year 
of the partnership is the calendar year, and 
its income is computed under a cash re¬ 
ceipts and disbursements method. Under 
the partnership agreement the partners are 
to share equally the profits or losses of the 
business. The gross income derived from the 
partnership business for the year 1959, com¬ 
puted in accordance with paragraph (b)(1) 
of this section is $5,700. F’s share of such 
gross income is $1,900. Due to drought and 
an epidemic among the livestock, the part¬ 
nership sustains a net loss of $6,000 for the 
year 1959 of which loss F’s share is $2,000. 
Since F’s distributive share of gross income 
derived from such business is in excess of 
$1,800 and since F does not receive income 
described in section 702(a) (9) of $1,200 or 
more from such business, he may, at his 
option, be deemed to have received $1,200 as 
his distributive share of income described in 
section 702(a)(9) from such business. 

§ 1.1402(a)—16 Exercise of option. 

A taxpayer shall, for each taxable year 
with respect to which he is eligible to 
use the optional method described in 
§ 1.1402(a)-14 or § 1.1402(a)-15, make a 
determination as to whether his net 
earnings from self-employment are to 
be computed in accordance with such 
method. If the taxpayer elects the op¬ 
tional method for a taxable year, he 
shall signify such election by computing 
net earnings from self-employment un¬ 
der the optional method as set forth in 
Schedule F (Form 1040) of the income 
tax return filed by the taxpayer for such 
taxable year. If the optional method is 
not elected at the time of the filing of 
the return for a taxable year with re¬ 
spect to which the taxpayer is eligible 
to elect such optional method, such 
method may be elected on an amended 
return (or on such other form as may 
be prescribed for such use) filed within 
the period prescribed by section 6501 and 
the regulations thereunder for the as¬ 
sessment of the tax for such taxable 
year. If the optional method is elected 
on a return for a taxable year, the tax¬ 
payer may revoke such election by filing 
an amended return (or such other form 
as may be prescribed for such use) for 
the taxable year within the period pre¬ 
scribed by section 6501 and the regula¬ 
tions thereunder for the assessment of 
the tax for such taxable year. If the 
taxpayer is deceased or unable to make 
an election, the person designated in sec¬ 
tion 6012(b) and the regulations there¬ 
under may, within the period prescribed 
in this section elect the optional method 
for any taxable year with respect to 
which the taxpayer is eligible to use the 
optional method and revoke an election 
previously made by or for the taxpayer. 


FEDERAL REGISTER 

§ 1.1402(b) Statutory provisions; defi¬ 
nitions ; self-employment income. 

Sec. 1402. Definitions. * * * 

(b) Self-employment income. The term 
“self-employment income” means the net 
earnings from self-employment derived by 
an individual (other than a nonresident 
alien individual) during any taxable year; 
except that such term shall not include— 

(1) That part of the net earnings from 
self-employment which is in excess of— 

(A) For any taxable year ending prior to 
1955, (i) $3,600, minus (ii) the amount of 
the wages paid to such individual during 
the taxable year; and 

(B) For any taxable year ending after 
1954 and before 1959, (i) $4,200, minus (ii) 
the amount of the wages paid to such in¬ 
dividual during the taxable year; and 

(C) For any taxable year ending after 
1958, (i) $4,800, minus (ii) the amount of 
the wages paid to such individual during the 
taxable year; or 

(2) The net earnings from self-employ¬ 
ment, if such net earnings for the taxable 
year are less than $400. 

for purposes of clause (1), the term 
“wages” includes such remuneration paid 
to an employee for services included under 
an agreement entered into pursuant to the 
provisions of section 218 of the Social 
Security Act (relating to coverage of State 
employees), or under an agreement entered 
into pursuant to the provisions of section 
3121(1) (relating to coverage of citizens of 
the United States who are employees of for¬ 
eign subsidiaries of domestic corporations), 
as would be wages under section 3121(a) if 
such services constituted employment under 
section 3121(b). An individual who is not 
a citizen of the United States but who is a 
resident of the Commonwealth of Puerto 
Rico, the Virgin Islands, Guam, or Ameri¬ 
can Samoa shall not, for purposes of this 
chapter be considered to be a nonresident 
alien individual. 

[Sec. 1402(b) as amended by sec. 201(b), 
Social Security Amendments 1954 (68 Stat. 
1088); sec. 402(a), Social Security Amend¬ 
ments 1958 (72 Stat. 1042); sec. 103(1), So¬ 
cial Security Amendments 1960 (74 Stat. 
938) ] 

§ 1.1402(b)—! Self-employment income. 

(a) In general. Except for the exclu¬ 
sions in paragraphs (b) and (c) of this 
section and the exception in paragraph 
(d) of this section, the term “self-em¬ 
ployment income” means the net earn¬ 
ings from self-employment derived by an 
individual during a taxable year. 

(b) Maximum self-employment in - 
come. (1) The maximum self-employ¬ 
ment income of an individual for any 
taxable year (whether a period of 12 
months or less) is $4,800, except that the 
maximum self-employment income for 
any taxable year ending before 1955 is 
$3,600 and the maximum self-employ¬ 
ment income for any taxable year ending 
after 1954 and before 1959 is $4,200. If 
an individual is paid wages as defined 
in section 3121(a), the maximum self- 
employment income is the excess of 
$4,800 ($3,600 for a taxable year ending 
before 1955 and $4,200 for a taxable 
year ending after 1954 and before 1959) 
over the amount of such wages. For 
example, if during the taxable year end¬ 
ing in 1959 no such wages are paid and 
the individual has $5,000 of net earnings 
from self-employment, he has $4,800 of 
self-employment income for such tax¬ 
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able year. If, in addition to having 
$5,000 of net earnings from self-employ¬ 
ment, such individual is paid $1,000 of 
such wages, he has only $3,800 of self- 
employment income for the taxable year. 

(2) For the purpose of the limitation 
described in subparagraph (1) of this 
paragraph, the term “wages” includes 
such remuneration paid to an employee 
for services covered by— 

(i) An agreement entered into pur¬ 
suant to section 218 of the Social Se¬ 
curity Act (42 U.S.C. 418), which section 
provides for extension of the Federal 
old-age and survivors insurance system 
to State and local government employees 
under voluntary agreements between the 
States and the Secretary of Health, Edu¬ 
cation, and Welfare (Federal Security 
Administrator before April 11, 1953), or 

(ii) An agreement entered into pur¬ 
suant to the provisions of section 3121 
(1), relating to coverage of citizens of 
the United States who are employees of 
foreign subsidiaries of domestic corpo¬ 
rations, 

as would be wages under section 3121(a) 
if such services constituted employment 
under section 3121(b). For an explana¬ 
tion of the term “wages”, see the regu¬ 
lations under section 3121(a) in Part 31 
of this chapter (Employment Tax Regu¬ 
lations) . 

(c) Minimum net earnings from self- 
employment. Self-employment income 
does not include the net earnings from 
seK-employment of an individual when 
the amount of such earnings for the 
taxable year is less than $400. Thus, an 
individual having only $300 of net earn¬ 
ings from self-employment for the taxa¬ 
ble year would not have any self-employ¬ 
ment income. However, an individual 
having net earnings from self-employ¬ 
ment of $400 or more for the taxable 
year may have less $400 of self-employ¬ 
ment income. This would occur in a 
case in which the amount of the in¬ 
dividual’s net earnings from self-em¬ 
ployment is $400 or more for a taxable 
year and the amount of such net earn¬ 
ings from self-employment plus the 
amount of the wages received by the 
individual during that taxable year ex¬ 
ceed $4,800 ($3,600 for taxable years 
ending before 1955 or $4,200 for taxable 
years ending after 1954 and before 1959). 
For example, if an individual has net 
earnings from self-employment of $1,000 
for 1959 and also receives wages of $4,500 
during that taxable year, his self-em¬ 
ployment income for that taxable year 
is $300. 

(d) Nonresident aliens. A nonresi¬ 
dent alien individual never has self- 
employment income. While a nonresi¬ 
dent alien individual who derives income 
from a trade or business carried on 
within the United States, Puerto Rico, 
the Virgin Islands, Guam, or American 
Samoa (whether by agents or employees, 
or by a partnership of which he is a 
member) may be subject to the appli¬ 
cable income tax provisions on such in¬ 
come, such nonresident alien individual 
will not be subject to the tax on self- 
employment income, since any net earn¬ 
ings which he may have from self-em- 
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ployment do not constitute self-employ¬ 
ment income. For the purpose of the 
tax on self-employment income, an indi¬ 
vidual who is not a citizen of the United 
States but who is a resident of the Com¬ 
monwealth of Puerto Rico, the Virgin 
Islands, or, for taxable years beginning 
after 1960, of Guam or American Samoa 
is not considered to be a nonresident 
alien individual. 

§ 1.1402(c) Statutory provisions; defi¬ 
nitions; trade or business. 

Sec. 1402. Definitions. * * * 

(c) Trade or business. The term “trade 
or business”, when used with reference to 
self-employment income or net earnings from 
self-employment, shall have the same mean¬ 
ing as when used in section 162 (relating 
to trade or business expenses), except that 
such term shall not include— 

(1) The performance of the functions of 
a public office; 

(2) The performance of service by an indi¬ 
vidual as an employee, other than— 

(A) Service described in section 3121(b) 
(14) (B) performed by an individual who has 
attained the age of 18, 

(B) Service described in section 3121(b) 
(16), 

(C) Service described in section 3121(b) 
(11), (12), or (15) performed in the United 
States (as defined in section 3121(e) (2)) by 
a citizen of the United States, and 

(D) Service described in paragraph (4) of 
this subsection; 

(3) The performance of service by an indi¬ 
vidual as an employee or employee repre¬ 
sentative as defined in section 3231; 

(4) The performance of service by a duly 
ordained, commissioned, or licensed minister 
of a church in the exercise of his ministry or 
by a member of a religious order in the exer¬ 
cise of duties required by such order; or 

(5) The performance of service by an indi¬ 
vidual in the exercise of his profession as a 
doctor of medicine or Christian Science prac¬ 
titioner; or the performance of such service 
by a partnership. 

The provisions of paragraph (4) shall not 
apply to service (other than service per¬ 
formed by a member of a religious order who 
has taken a vow of poverty as a member of 
such order) performed by an individual dur¬ 
ing the period for which a certificate filed by 
such individual under subsection (e) is in 
effect. The provisions of paragraph (5) shall 
not apply to service performed by an indi¬ 
vidual in the exercise of his profession as a 
Christian Science practitioner during the 
period for which a certificate filed by him 
under subsection (e) is in effect. 

(Sec. 1402(c) as amended by secs. 201(c) (1), 
(2), and (5), and 205(e), Social Security 
Amendments 1954 (68 Stat. 1088, 1089, 1092); 
sec. 201(e) (3), and (f), Social Security 

Amendments 1956 (70 Stat. 841); sec. 106(b), 
Social Security Amendments 1960 (74 Stat. 
945)] 

§ 1.1402 (<;)—1 Trade or business. 

In order for an individual to have net 
earnings from self-employment, he must 
carry on a trade or business, either as an 
individual or as a member of a partner¬ 
ship. Except for the exclusions dis¬ 
cussed in §§ 1.1402(c)-2 to 1.1402(c)-6, 
inclusive, the term “trade or business”, 
for the purpose of the tax on self-em¬ 
ployment income, shall have the same 
meaning as when used in section 162. 
An individual engaged in one of the ex¬ 
cluded activities specified in such sec¬ 
tions of the regulations may also be en¬ 
gaged in carrying on activities which 
constitute a trade or business for pur¬ 
poses of the tax on self-employment in¬ 
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come. Whether or not he is also engaged 
in carrying on a trade or business will 
be dependent upon all of the facts and 
circumstances in the particular case. An 
individual who is a crew leader, as de¬ 
fined in section 3121 (o) (see such sec¬ 
tion and the regulations thereunder in 
Part 31 of this chapter (Employment Tax 
Regulations)), is considered to be en¬ 
gaged in carrying on a trade or business 
with respect to services performed by 
him after 1956 in furnishing individuals 
to perform agricultural labor for another 
person or services performed by him 
after 1956 as a member of the crew. 

§ 1.1402(c)—2 Public office. 

The performance of the functions of 
a public office does not constitute a trade 
or business. The term “public office” in¬ 
cludes any elective or appointive office of 
the United States or any possession 
thereof, or of a State or its political sub¬ 
divisions, or of a wholly owned instru¬ 
mentality of any one or more of the fore¬ 
going. For example, the President, the 
Vice President, a governor, a mayor, the 
Secretary of State, a member of Con¬ 
gress, a State representative, a county 
commissioner, a judge, a county or city 
attorney, a marshal, a sheriff, a register 
of deeds, or a notary public performs the 
functions of a public office. 

§ 1.1402(c)—3 Employees. 

(a) General rule. Generally, the per¬ 
formance of service by an individual as 
an employee, as defined in the Federal 
Insurance Contributions Act (chapter 
21 of the Internal Revenue Code) does 
not constitute a trade or business within 
the meaning of section 1402(c) and § 1.- 
1402(c)-l. However, in the four cases 
set forth in paragraphs (b) to (e), inclu¬ 
sive, of this section, the performance of 
service by an individual is considered to 
constitute a trade or business within the 
meaning of section 1402(c) and § 1.1402 
(0-1. (As to when an individual is an 
employee, see section 3121 (d) and (o) 
and the regulations thereunder in Part 
31 of this chapter (Employment Tax 
Regulations).) 

(b) Newspaper vendors. Service per¬ 
formed by an individual who has at¬ 
tained the age of 18 constitutes a trade 
or business for purposes of the tax on 
self-employment income within the 
meaning of section 1402(c) and § 1.1402 
(0-1 if performed in, and at the time 
of, the sale of newspapers or magazines 
to ultimate consumers, under an ar¬ 
rangement under which the newspapers 
or magazines are to be sold by him at 
a fixed price, his compensation being 
based on the retention of the excess of 
such price over the amount at which the 
newspapers or magazines &re charged to 
him, whether or not he is guaranteed a 
minimum amount of compensation for 
such service, or is entitled to be credited 
with the unsold newspapers or maga¬ 
zines turned back. 

(c) Sharecroppers. Service performed 
by an individual under an arrangement 
with the owner or tenant of land pur¬ 
suant to which— 

(1) Such individual undertakes to 
produce agricultural or horticultural 
commodities (including livestock, bees, 


poultry, and fur-bearing animals and 
wildlife) on such land, 

(2) The agricultural or horticultural 
commodities produced by such individ¬ 
ual, or the proceeds therefrom, are to be 
divided between such individual and 
such owner or tenant, and 

(3) The amount of such individual’s 
share depends on the amount of the agri¬ 
cultural or horticultural commodities 
produced, 

constitutes a trade or business within 
the meaning of section 1402(c) and 
§ 1.1402(c)-l. 

(d) Employees of foreign government, 
instrumentality wholly owned by foreign 
government, or international organiza¬ 
tion. Service performed in the United 
States, as defined in section 3121(e)(2) 
(see such section and the regulations 
thereunder in Part 31 of this chapter 
(Employment Tax Regulations)), by an 
individual who is a citizen of the United 
States constitutes a trade or business 
within the meaning of section 1402(c) 
and § 1.1402 (c)-l if such service is ex¬ 
cepted from employment, for purposes 
of the Federal Insurance Contributions 
Act (chapter 21 of the Code), by— 

(1) Section 3121(b) (11), relating to 
service in the employ of a foreign gov¬ 
ernment (for regulations under section 
3121(b)(11), see § 31.3121(b)(ll)-l of 
this chapter) ; 

(2) Section 3121(b) (12), relating to 
service in the employ of an instrumental¬ 
ity wholly owned by a foreign govern¬ 
ment (for regulations under section 3121 
(b) (12), see § 31.3121(b) (12)-1 of this 
chapter); or 

(3) Section 3121(b) (15), relating to 
service in the employ of an international 
organization (for regulations under sec¬ 
tion 3121(b)(15), see § 31.3121(b)(15)-1 
of this chapter). 

This paragraph is applicable to service 
performed in any taxable year ending on 
or after December 31, 1960, except that 
it does not apply to service performed 
before 1961 in Guam or American Samoa. 

(e) Ministers and members of re¬ 
ligious orders. Service described in sec¬ 
tion 1402(c) (4) performed by an indi¬ 
vidual during taxable years for which 
a certificate filed pursuant to section 
1402(e) is in effect constitutes a trade 
or business within the meaning of sec¬ 
tion 1402(c) and § 1.1402(c)-l. See also 
§ 1.1402(c)-5. 

§ 1.1402(c)-4 Individuals under Rail¬ 
road Retirement System. 

The performance of service by an in¬ 
dividual as an employee or employee rep¬ 
resentative as defined in section 3231 (b) 
and (c), respectively (see §§ 31.3231(b)- 
1 and 31.3231 (c)-l of Part 31 of this 
chapter (Employment Tax Regula¬ 
tions) ), that is, an individual covered 
under the railroad retirement system, 
does not constitute a trade or business. 

§ 1.1402(c)—5 Ministers and members 
of religious orders. 

(a) In general. For taxable years 
ending before 1955, a duly ordained, 
commissioned, or licensed minister of a 
church or a member of a religious order 
is not engaged in carrying on a trade or 
business with respect to service per- 
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formed by him in the exercise of his min¬ 
istry or in the exercise of duties required 
by such order. However, for taxable 
years ending after 1954, any individual 
who is a duly ordained, commissioned, 
or licensed minister of a church or a 
member of a religious order (other than 
a member of a religious order who has 
taken a vow of poverty as a member of 
such order) may elect, as provided in 
§ 1 1402(e) —1, to have the Federal old- 
age, survivors, and disability insurance 
system established by title II of the So¬ 
cial Security Act extended to service per¬ 
formed by him in his capacity as such 
a minister or member. If such a minis¬ 
ter or a member of a religious order 
makes an election pursuant to § 1.1402 
(e)-l, he is, with respect to service per¬ 
formed by him in such capacity, engaged 
in carrying on a trade or business for 
each taxable year to which the election 
is effective. An election by a minister 
or member of a religious order has no 
application to service performed by such 
minister or member which is not in the 
exercise of his ministry or in the exer¬ 
cise of duties required by such order. 

(b) Service by a minister in the exer¬ 
cise of his ministry. (1) A certificate of 
election filed by a duly ordained, com¬ 
missioned, or licensed minister of church 
under the provisions of § 1.1402 (e)-l has 
application only to service performed by 
him in the exercise of his ministry. 

(2) Except as provided in paragraph 

(c) (3) of this section, service performed 
by a minister* in the exercise of his min¬ 
istry includes the ministration of sacer¬ 
dotal functions and the conduct of 
religious worship, and the control, con¬ 
duct, and maintenance of religious or¬ 
ganizations (including the religious 
boards, societies, and other integral 
agencies of such organizations), under 
the authority of a religious body con¬ 
stituting a church or church denomina¬ 
tion. The following rules are applicable 
in determining whether services per¬ 
formed by a minister are performed in 
the exercise of his ministry: 

(i) Whether service performed by a 
minister constitutes the conduct of re¬ 
ligious worship or the ministration of 
sacerdotal functions depends on the 
tenets and practices of the particular 
religious body constituting his church or 
church denomination. 

(ii) Service performed by a minister 
in the control, conduct, and maintenance 
of a religious organization relates to di¬ 
recting, managing, or promoting the 
activities Of such organization. Any re¬ 
ligious organization is deemed to be un¬ 
der the authority of a religious body 
constituting a church or church denomi¬ 
nation if it is organized and dedicated 
to carrying out the tenets and principles 
of a faith in accordance with either the 
requirements or sanctions governing the 
creation of institutions of the faith. 
The term “religious organization’* has 
the same meaning and application as is 
given to the term for income tax pur¬ 
poses. 

(iii) If a minister is performing serv¬ 
ice in the conduct of religious worship 
or the ministration of sacerdotal func¬ 
tions, such service is in the exercise of 
his ministry whether or not it is per¬ 


formed for a religious organization. 
The application of this rule may be 
illustrated by the following example: 

Example. M, a duly ordained minister, 
is engaged to perform service as chaplain 
at N University. M devotes his entire time 
to performing his duties as chaplain which 
include the conduct of religious worship, 
offering spiritual counsel to the university 
students, and teaching a class in religion. 

M is performing service in the exercise of 
his ministry. 

(iv) If a minister is performing service 
for an organization which is operated 
as an integral agency of a religious or¬ 
ganization under the authority of a re¬ 
ligious body constituting a church or 
church denomination, all service per¬ 
formed by the minister in the conduct of 
religious worship, in the ministration of 
sacerdotal functions, or in the control, 
conduct, and maintenance of such or¬ 
ganization (see subparagraph (2) (ii) 
of this paragraph) is in the exercise of 
his ministry. The application of this 
rule may be illustrated by the following 
example: 

Example. M, a duly ordained minister, 
is engaged by the N Religious Board to serve 
as director of one of its departments. He 
performs no other service. The N Religious 
Board is an integral agency of O, a religious 
organization operating under the authority 
of a religious body constituting a church 
denomination. M is performing service in 
the exercise of his ministry. 

(v) If a minister, pursuant to an as¬ 
signment or designation by a religious 
body constituting his church, performs 
service for an organization which is 
neither a religious organization nor op¬ 
erated as an integral agency of a re¬ 
ligious organization, all service per¬ 
formed by him, even though such service 
may not involve the conduct of religious 
worship or the ministration of sacerdotal 
functions, is in the exercise of his min¬ 
istry. The application of this rule may 
be illustrated by the following example: 

Example. M, a duly ordained minister, 
is assigned by X, the religious body consti¬ 
tuting his church, to perform advisory serv¬ 
ice to Y Company in connection with the 
publication of a book dealing with the his¬ 
tory of M’s church denomination. Y is 
neither a religious organization nor operated 
as an integral agency of a religious organi¬ 
zation. M performs no other service for X 
or Y. M is performing service in the exer¬ 
cise of his ministry. 

(c) Service by a minister not in the 
exercise of his ministry. (1) A certifi¬ 
cate filed by a duly ordained, commis¬ 
sioned, or licensed minister of a church 
under the provisions of § 1.1402 (e)-l has 
no application to service performed by 
him which is not in the exercise of his 
ministry. 

(2) If a minister is performing serv¬ 
ice for an organization which is neither 
a religious organization nor operated as 
an integral agency of a religious organi¬ 
zation and the service is not performed 
pursuant to an assignment or designation 
by his ecclesiastical superiors, then only 
the service performed by him in the con¬ 
duct of religious worship or the ministra¬ 
tion of sacerdotal functions is in the 
exercise of his ministry. See, however, 
subparagraph (3) of this paragraph. 


The application of the rule in this sub- 
paragraph may be illustrated by the fol¬ 
lowing example: 

Example. M, a duly ordained minister, is 
engaged by N University to teach history 
and mathematics. He performs no other 
service for N although from time to time he 
performs marriages and conducts funerals 
for relatives and friends. N University is 
neither a religious organization nor operated 
as an integral agency of a religious organiza¬ 
tion. M is not performing the service for N 
pursuant to an assignment or designation 
by his ecclesiastical superiors. The service 
performed by M for N University is not in 
the exercise of his ministry. However, service 
performed by M in performing marriages and 
conducting funerals is in the exercise of his 
ministry. 

(3) Service performed by a duly or¬ 
dained, commissioned, or licensed minis¬ 
ter of a church as an employee of the 
United States, or a State, Territory, or 
possession of the United States, or the 
District of Columbia, or a foreign govern¬ 
ment, or a political subdivision of any of 
the foregoing, is not considered to be in 
the exercise of his ministry for purposes 
of the tax on self-employment income, 
even though such service may involve the 
ministration of sacerdotal functions or 
the conduct of religious worship. Thus, 
for example, service performed by an in¬ 
dividual as a chaplain in the Armed 
Forces of the United States is considered 
to be performed by a commissioned offi¬ 
cer in his capacity as such, and not by a 
minister in the exercise of his ministry. 
Similarly, service performed by an em¬ 
ployee of a State as a chaplain in a State 
prison is considered to be performed by 
a civil servant of the State and not by a 
minister in the exercise of his ministry. 

(d) Service in the exercise of duties 
required by a religious order. A cer¬ 
tificate of election filed by a member of 
a religious order (other than a member 
of a religious order who has taken a vow 
of poverty as a member of such order) 
under the provisions of § 1.1402(e)-l 
has application to all duties required of 
him by such order. The nature or extent 
of such service is immaterial so long as 
it is a service which he is directed or 
required to perform by his ecclesiastical 
superiors. 

§ 1.1402(c)-6 Members of certain pro¬ 
fessions. 

(a) Periods of exclusion —(1) Taxable 
years ending before 1955. For taxable 
years ending before 1955, an individual 
is not engaged in carrying on a trade or 
business with respect to the performance 
of service in the exercise of his profession 
as a physician, lawyer, dentist, osteo¬ 
path, veterinarian, chiropractor, naturo¬ 
path, optometrist, Christian Science 
practitioner, architect, certified public 
accountant, accountant registered or li¬ 
censed as an accountant under State or 
municipal law, full-time practicing pub¬ 
lic accountant, funeral director, or pro¬ 
fessional engineer. 

(2) Taxable years ending in 1955. Ex¬ 
cept as provided in paragraph (b) of this 
section, for a taxable year ending in 1955 
an individual is not engaged in carrying 
on a trade or business with respect to 
the performance of service in the exer¬ 
cise of his profession as a physician, 
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lawyer, dentist, osteopath, veterinarian, 
chiropractor, naturopath, optometrist, 
or Christian Science practitioner. 

(3) Taxable years ending after 1955. 
Except as provided in paragraph (b) of 
this section, for taxable years ending- 
after 1955 an individual is not engaged 
in carrying on a trade or business with 
respect to the performance of service in 
the exercise of his profession as a doctor 
of medicine or Christian Science practi¬ 
tioner. 

(b) Election by Christian Science 
practitioner. For taxable years ending 
after 1954, a Christian Science practi¬ 
tioner may elect, as provided in § 1.1402 
<e)-i, to have the Federal old-age, sur¬ 
vivors, and disability insurance system 
established by title II of the Social Secu¬ 
rity Act extended to service performed 
by him in the exercise of his profession 
as a Christian Science practitioner. If 
an election is made pursuant to § 1.1402 
(e)-l, the Christian Science practitioner 
is, with respect to the performance of 
service in the exercise of such profession, 
engaged in carrying on a trade or busi¬ 
ness for each taxable year for which the 
election is effective. An election by a 
Christian Science practitioner has no 
application to service performed by him 
which is not in the exercise of his profes¬ 
sion as a Christian Science practitioner. 

(c) Meaning of terms. The designa¬ 
tions in this section are to be given their 
commonly accepted meanings. For tax¬ 
able years ending after 1955, an individ¬ 
ual who is a doctor of osteopathy, and 
who is not a doctor of medicine within 
the commonly accepted meaning of that 
term, is deemed, for purposes of this sec¬ 
tion, not to be engaged in carrying on a 
trade or business in the exercise of the 
profession of doctor of medicine. 

(d) Legal requirements. The exclu¬ 
sions specified in paragraph (a) of this 
section apply only if the individuals meet 
the legal requirements, if any, for prac¬ 
ticing their professions in the place 
where they perform the service. 

(e) Partnerships. In the case of a 
partnership engaged in the practice of 
any of the designated excluded profes¬ 
sions, the partnership shall not be con¬ 
sidered as carrying on a trade or business 
for the purpose of the tax on self-em¬ 
ployment income, and none of the dis¬ 
tributive shares of the income or loss, 
described in section 702(a)(9), of such 
partnership shall be included in comput¬ 
ing net earnings from self-employment 
of any member of the partnership. On 
the other hand, where a partnership is 
engaged in a trade or business not within 
any of the designated excluded profes¬ 
sions, each partner must include his dis¬ 
tributive share of the income or loss, 
described in section 702(a)(9), of such 
partnership in computing his net earn¬ 
ings from self-employment, irrespective 
of whether such partner is engaged in 
the practice of one or more of such pro¬ 
fessions and contributes his professional 
services to the partnership. 

§ 1.1402(d) Statutory provisions; defi¬ 
nitions ; employee and wages. 

Sec. 1402. Definitions. * * * 

(d) Employee and wages. The term “em¬ 
ployee” and the term “wages” shall have the 
same meaning as when used in Chapter 21 


PROPOSED RULE MAKING 

(sec. 3101 and following, relating to Federal 
Insurance Contributions Act). 

§ 1.1402(d)—1 Employee and wages. 

For the purpose of the tax on self- 
employment income, the term “em¬ 
ployee” and the term “wages” shall have 
the same meaning as when used in the 
Federal Insurance Contributions Act. 
For an explanation of these terms, see 
Subpart B of Part 31 of this chapter 
(Employment Tax Regulations). 

§ 1.1402(e) (1) Statutory provisions; 
definitions; ministers, members of 
religious orders, and Christian 
Science practitioners; waiver cer¬ 
tificate. 

Sec. 1402. Definitions. * * * 

(e) Ministers, members of religious orders, 
and Christian Science practitioners —(1) 
Waiver certificate. Any individual who is 
(A) a duly ordained, commissioned, or li¬ 
censed minister of a church or a member 
of a religious order (other than a member of 
a religious order who has taken a vow of 
poverty as a member of such order) or (B) 
a Christian Science practitioner may file a 
certificate (in such form and manner, and 
with such official, as may be prescribed by 
regulations made under this chapter) certi- 
fying that he elects to have the insurance 
system established by title II of the Social 
Security Act extended to service described 
in subsection (c)(4), or service described 
in subsection (c)(5) insofar as it relates to 
the performance of service by an individual 
in the exercise of his profession as a Chris¬ 
tian Science practitioner, as the case may be, 
performed by him. 

[Sec. 1402(e)(1) as added by sec. 201(c)(3), 
Social Security Amendments 1954 (68 Stat. 
1088)] 

§ 1.1402(e) (1)—1 Election by ministers, 
members of religious orders, and 
Christian Science practitioners for 
self-employment coverage. 

(a) In general. Any individual who is 
(1) a duly ordained, commissioned, or 
licensed minister of a church or a mem¬ 
ber of a religious order (other than a 
member of a religious order who has 
taken a vow of poverty as a member of 
such order) or (2) a Christian Science 
practitioner may elect to have the Fed¬ 
eral old-age, survivors, and disability in¬ 
surance system established by title n 
of the Social Security Act extended to 
service performed by him in the exercise 
of his ministry or in the exercise of 
duties required by such order, or in the 
exercise of his profession as a Christian 
Science practitioner, as the case may be. 
Such an election shall be made by filing 
a certificate on Form 2031 in the manner 
provided in paragraph (b) of this sec¬ 
tion and within the time specified in 
§ 1.1402(e) (2)—1. If a minister or mem¬ 
ber to whom this section has applica¬ 
tion, or a Christian Science practitioner, 
makes an election by filing Form 2031 
such individual shall, for each taxable 
year for which the election is effective 
(see § 1.1402(e) (3) —1), be considered as 
carrying on a trade or business with re¬ 
spect to the performance of service in 
his capacity as a minister or member, or 
as a Christian Science practitioner, as 
the case may be. 

(b) Waiver certificate. The certifi¬ 
cate on Form 2031 shall be filed in tripli¬ 
cate with the district director of internal 
revenue for the internal revenue district 


in which is located the legal residence or 
principal place of business of the indi¬ 
vidual who executes the certificate, if 
such individual has no legal residence or 
principal place of business in any in¬ 
ternal revenue district, the certificate 
shall be filed with the Director of In¬ 
ternational Operations, Internal Reve¬ 
nue Service, at Washington 25, D.C., or 
at such other address as is designated in 
the instructions relating to the certifi¬ 
cate. The certificate must be filed 
within the time prescribed in § 1.1402(e) 
(2)—1. If an individual to whom para¬ 
graph (a) of this section has application 
submits to a district director of internal 
revenue a dated and signed statement 
indicating that he desires to have the 
Federal old-age, survivors, and disability 
insurance system established by title II 
of the Social Security Act extended to 
his services, such statement will be 
treated as a waiver certificate, if filed 
within the time specified in § 1.1402(e)- 
3, provided that without unnecessary de¬ 
lay such statement is supplemented by a 
properly executed Form 2031. An appli¬ 
cation for a social security account num¬ 
ber filed on Form SS-5 or the filing of 
an income tax return showing an amount 
representing self-employment income or 
selfremployment tax shall not be con¬ 
strued to constitute an election referred 
to in § 1.1402(e)-l. 

§ 1.1402(e)(2) Statutory provisions; 
definitions; ministers, members of 
religious orders, and Christian 
Science practitioners; time for filing 
certificate. 

Sec. 1402. Definitions. * * * 

(e) Ministers, members of religious orders, 
and Christian Science practitioners. * * * 

(2) Time for filing certificates. Any in¬ 
dividual who desires to file a certificate pur¬ 
suant to paragraph (1) must file such cer¬ 
tificate on or before whichever of the follow¬ 
ing dates is later: (A) the due date of the 
return (including any extension thereof) 
for his second taxable year ending after 
1954 for which he has net earnings from self- 
employment (computed, in the case of an 
individual referred to in paragraph (1) (A), 
without regard to subsection (c) (4), and, in 
the case of an individual referred to in para¬ 
graph (1) (B), without regard to subsection 
(c) (5) insofar as it relates to the per¬ 
formance of service by an individual in the 
exercise of his profession as a Christian Sci¬ 
ence practitioner) of $400 or more, any part 
of which was derived from the performance 
of service described in subsection (c) (4), or 
from the performance of service described in 
subsection (c) (5) insofar as it relates to the 
performance of service by an individual in 
the exercise of his profession as a Christian 
Science practitioner, as the case may be; or 
(B) the due date of the return (including 
any extension thereof) for his second taxable 
year ending after 1959. 

[Sec. 1402(e) (2) as added by sec. 201(c) (3), 
Social Security Amendments 1954 (68 Stat. 
1088); as amended by sec. 1, Act of Aug. 30, 
1957 (Pub. Law 85-239, 71 Stat. 521); sec. 
101(a), Social Security Amendments 1960 (74 
Stat. 926)] 

§ 1.1402(e) (2)—1 Time limitation for 
filing waiver certificate. 

(a) General rule. (1) Any individual 
referred to in § 1.1402(e) (1)-1 who de¬ 
sires to have the Federal old-age, sur¬ 
vivors, and disability insurance system 
established by title n of the Social Se¬ 
curity Act extended to his services must 
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file the waiver certificate (Form 2031) 
prescribed by § 1.1402(e) (1)-1 on or be¬ 
fore whichever of the following dates is 

later: 

(1) The due date of the income tax 
return (see section 6072), including any 
extension thereof (see section 6081), for 
his second taxable year ending after 

1959, or 

(ii) The due date of the income tax 
return, including any extension thereof, 
for his second taxable year ending after 
1954 for which he has net earnings from 
self-employment (computed as pre¬ 
scribed in paragraph (c) of this section) 
of $400 or more, any part of which— 

(a) In the case of a duly ordained, 
commissioned, or licensed minister of a 
church, consists of remuneration for 
service performed in the exercise of his 
ministry, 

(b) In the case of a member of a reli¬ 
gious order who has not taken a vow of 
poverty as a member of such order, con¬ 
sists of remuneration for service per¬ 
formed in the exercise of duties required 
by such order, or 

(c) In the case of a Christian Science 
practitioner, consists of remuneration for 
service performed in the exercise of his 
profession as a Christian Science prac¬ 
titioner. 

(2) If a minister, a member of a reli¬ 
gious order, or a Christian Science prac¬ 
titioner derives gross income in a taxable 
year both from service performed in such 
capacity and from the conduct of an¬ 
other trade or business, and the deduc¬ 
tion^ allowed by chapter 1 of the Internal 
Revenue Code which are attributable to 
the gross income derived from service 
performed in such capacity equal or ex¬ 
ceed the gross income derived from serv¬ 
ice performed in such capacity, no part 
of the net earnings from self-employ¬ 
ment (computed as prescribed in para¬ 
graph (c) of this section) for the taxable 
year shall be considered as derived from 
service performed in such capacity. 

(3) The application of the rules set 
forth in subparagraphs (1) and (2) of 
this paragraph may be illustrated by the 
following examples: 

Example (1) . M was ordained as a minis¬ 
ter in May 1959. During each of the taxable 
years 1959 and 1962, M, who makes his in¬ 
come tax returns on a calendar year basis, 
derives net earnings in excess of $400 from 
his activities as a minister. M has net earn¬ 
ings of $350 for each of the taxable years 
1960 and 1961, $200 of which is derived from 
service performed by him as a minister. If 
M wishes to have the Federal old-age, sur¬ 
vivors, and disability insurance system estab¬ 
lished by title II of the Social Security Act 
extended to his service as a minister, he must 
file the waiver certificate on or before the due 
date of his income tax return for 1962, or any 
extension thereof. 

Example (2). M, who was ordained a min¬ 
ister in January 1962, is employed as a tool- 
maker by the XYZ Corporation for the tax¬ 
able years 1962 and 1963 and also engages in 
activities as a minister on weekends. M 
makes his income tax returns on the basis 
of a calendar year. During each of the tax¬ 
able years 1962 and 1963, M receives wages of 
$4,800 from the XYZ Corporation and derives 
$400 (all of which constitutes net earnings 
from self-employment computed as pre¬ 
scribed in paragraph (c) of this section) 
from his activities as a minister. In such 
case if M wishes to have the Federal old-age, 
survivors, and disability insurance system 


established by title II of the Social Security 
Act extended to his services as a minister, he 
must file the waiver certificate on or before 
the due date of his income tax return for 
1963, or any extension thereof. A waiver 
certificate filed after such date will be in¬ 
valid. It should be noted that although by 
reason of section 1402(b)(1)(C) no part of 
the $400 represents “self-employment in¬ 
come,” nevertheless the entire $400 consti¬ 
tutes “net earnings from self-employment” 
for purposes of fulfilling the requirements of 
section 1402(e) (2). 

Example (3). M, who files his income tax 
returns on a calendar year basis, was or¬ 
dained as a minister in June 1961. During 
1961 he receives $410 for services performed 
in the exercise of his ministry. In addition 
to his ministerial services, M is engaged dur¬ 
ing the year 1961 in a mercantile venture 
from which he derives net earnings from self- 
employment in the amount of $1,000. The 
expenses incurred by him in connection with 
his ministerial services during 1961 and 
which are allowable deductions under chap¬ 
ter 1 of the Internal Revenue Code amount 
to $410. During 1962 and 1963, M has net 
earnings from self-employment in amounts 
of $1,200 and $1,500, respectively, and some 
part of each of these amounts is from the 
exercise of his ministry. The deductions 
allowed in each of the years 1962 and 1963 
by chapter 1 which are attributable to the 
gross income derived by M from the exercise 
of his ministry in each of such years, respec¬ 
tively, do not equal or exceed such gross 
income in such year. If M wishes to have 
the Federal old-age, survivors, and disability 
insurance system established by title II of 
the Social Security Act extended to his serv¬ 
ice as a minister, he must file a waiver cer¬ 
tificate on or before the due date of his 
income tax return (including any extension 
thereof) for 1963. 

Example (4). M, a licensed minister who 
makes his income tax returns on the basis 
of a calendar year, derived net earnings of 
$400 or more from the exercise of his minis¬ 
try for two or more of the taxable years 
1955 to 1961, inclusive. In such case, if M 
wishes to have the Federal old-age, sur¬ 
vivors, and disability insurance system es¬ 
tablished by title II of the Social Security 
Act extended to his services as a minister, 
he must file the waiver certificate on or be¬ 
fore the due date (April 16, 1962) prescribed 
for filing his income tax return for 1961, or 
any extension thereof. A waiver certificate 
filed after such date will be invalid. 

(b) Effect of death . Except as pro¬ 
vided in section 1402(e) (5) and (6) and 
§§ 1.1402(e) (5)-l and 1.1402(e) (6)-l, 
the right of an individual to file a waiver 
certificate shall cease from his death. 
Thus, except as provided in such sections, 
the surviving spouse, administrator, or 
executor of a decedent shall not be per¬ 
mitted to file a waiver certificate for 
such decedent. 

(c) Computation of net earnings with¬ 
out regard to election. For the purpose 
of this section net earnings from self- 
employment shall be determined with¬ 
out regard to the fact that, without an 
election under section 1402(e), the per¬ 
formance of services by a duly ordained, 
commissioned, or licensed minister of a 
church in the exercise of his ministry, or 
by a member of a religious order in the 
exercise of duties required by such order, 
or the performance of service by an in¬ 
dividual in the exercise of his profession 
as a Christian Science practitioner, does 
not constitute a trade or business for 
purposes of the tax on self-employment 
income. 


§ 1.1402(e)(3) Statutory provisions; 
definitions; ministers, members of 
religious orders, and Christian 
Science practitioners; effective date 
of certificate. 

Sec. 1402. Definitions. * * * 

(e) Ministers, members of religious orders, 
and Christian Science practitioners. * * * 

(3) (A) Effective date of certificate. A cer¬ 
tificate filed pursuant to tbis subsection 
shall be effective for the taxable year im¬ 
mediately preceding the earliest taxable year 
for which, at the time the certificate is filed, 
the period for filing a return (including any 
extension thereof) has not expired, and for 
all succeeding taxable years. An election 
made pursuant to this subsection shall be 
irrevocable. 

(B) Notwithstanding the first sentence of 
subparagraph (A), if an individual filed a 
certificate on or before the date of enactment 
of this subparagraph which (but for this 
subparagraph) is effective only for the first 
taxable year ending after 1956 and all suc¬ 
ceeding taxable years, such certificate shall 
be effective for his first taxable year ending 
after 1955 and all succeeding taxable years 
if— 

(i) Such individual files a supplemental 
certificate after the date of enactment of 
this subparagraph and on or before April 15, 
1962, 

(ii) The tax under section 1401 in respect 
of all such individual’s self-employment in¬ 
come (except for underpayments of tax at¬ 
tributable to errors made in good faith) for 
his first taxable year ending after 1955 is paid 
on or before April 15,1962, and 

(iii) In any case where refund has been 
made of any such tax which (but for this 
subparagraph) is an overpayment, the 
amount refunded (including any interest 
paid under section 6611) is repaid on or be¬ 
fore April 15, 1962. 

The provisions of section 6401 shall not apply 
to any payment or repayment described in 
this subparagraph. 

[Sec. 1402(e)(3) as added by sec. 201(c)(3), 
Social Security Amendments 1954 (68 Stat. 
1089); as amended by sec. 1, Act of Aug. 30, 
1957 (Pub. Law 85-239, 71 Stat. 521); sec. 
101(b), Social Security Amendments 1960 
(74 Stat. 926)1 

Section 101. [Social Security Amendments 
of 19601. * * * 

(d) In the case of a certificate or supple¬ 
mental certificate filed pursuant to section 
1402(e) (3) (B) or (5) of the Internal Reve¬ 
nue Code of 1954— 

(1) For purposes of computing interest, 
the due date for the payment of the tax 
under section 1401 which is due for any 
taxable year ending before 1959 solely by 
reason of the filing of a certificate which is 
effective under such section 1402(e) (3)(B) 
or (5) shall be April 15, 1962; 

(2) The statutory period for the assess¬ 
ment of any tax for any such year which is 
attributable to the filing of such certificate 
shall not expire before the expiration of 3 
years from such due date; and 

(3) For purposes of section 6651 of such 
Code (relating to addition to tax for failure 
to file tax return), the amount of tax re¬ 
quired to be shown on the return shall not 
include such tax under section 1401. 

[Sec. 101(d), Social Security Amendments 
1960 (74 Stat. 927) [ 

§ 1.1402(e) (3)-l Effective date of 
waiver certificate. 

(a) Filed before August 31, 1957 —(1) 
In general. A certificate on Form 2031 
filed by an individual before August 31, 
1957, in accordance with the provisions 
of section 1402(e) in effect at the time 
the certificate is filed, shall be effective 
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for the first taxable year with respect to 
which it is filed, and all subsequent tax¬ 
able years. In order for a certificate 
filed by an individual before August 31, 
1957, to be effective under section 1402 
(e), the certificate must be made effec¬ 
tive for either the first or second taxable 
year ending after 1954 in which the indi¬ 
vidual has net earnings from self-em¬ 
ployment of $400 or more (determined as 
provided in paragraph (c) of § 1.1402(e) 
(2)-l) some part of which is derived 
from service of the character with 
respect to which an election may be 
made. However, a certificate on Form 
2031, filed after August 31, 1957, even 
though filed within the time specified in 
paragraph (a)(l)(ii) of § 1.1402(e) 
(2)-l, may not be effective, except as 
provided in subparagraph (2) of this 
paragraph, for any taxable year with 
respect to which the due date for filing 
the individual's income tax return (in¬ 
cluding any extension thereof) has ex¬ 
pired at the time such certificate is filed. 
Further, a certificate on Form 2031 may 
not be effective for any taxable year end¬ 
ing before 1955. In order for a certificate 
filed before August 31, 1957, except for 
the filing of a supplemental certificate, 
to be effective for the first or second tax¬ 
able year ending after 1954 in which the 
individual has net earnings from self- 
employment (determined as provided in 
paragraph (c) of § 1.1402(e) (2)-l) some 
part of which is derived from service of 
the character with respect to which an 
election may be made, the certificate on 
Form 2031 must be filed on or before the 
due date for filing the income tax re¬ 
turn of the individual for such first or 
second taxable year, respectively, or any 
extension thereof. 

(2) Supplemental certificates —(i) 
Filed before due date of 1958 return. 
If under subparagraph (1) of this para¬ 
graph the certificate is effective only for 
the individual’s third or fourth taxable 
year ending after 1954 and all succeeding 
taxable years, the individual may make 
such a certificate effective for his first 
taxable year ending after 1955 and all 
succeeding taxable years by filing a sup¬ 
plemental certificate on Form 2031. To 
be valid the supplemental certificate 
must be filed after August 30, 1957, and 
on or before the due date of the return 
(including any extension thereof) for his 
second taxable year ending after 1956 
and must be otherwise in accordance 
with § 1.1462(e) (1)-1. 

Example. M, who files his income tax re¬ 
turns on a calendar year basis, was ordained 
as a minister in 1956, and his net earnings 
from service performed in the exercise of his 
ministry during such year were $400 or more. 
M had no net earnings from the exercise of 
his ministry during 1957. On July 15, 1957, 
M filed a waiver certificate and indicated 
thereon that it was to become effective for 
the taxable year 1958. At the time of filing, 
the certificate was effective for 1958 and all 
succeeding taxable years. Since the certifi¬ 
cate was not filed on or before April 15, 1957 
(the due date of M’s income tax return for 
the taxable year 1956), and since there was 
no extension of time for filing his 1956 in¬ 
come tax return, the certificate was not, at 
the time of filing, effective for the taxable 
year 1956. M files a supplemental certificate 
on April 15, 1958. By the filing of the sup- 
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piemental certificate, the certificate filed by 
M on July 15, 1957, was made effective for 
the year 1956 and all succeeding taxable 
years. 

(ii) Filed after September 18,1960, and 
on or before April 16,1962. If under sub- 
paragraph (1) of this paragraph the 
certificate is effective only for the indi¬ 
vidual’s first taxable year ending after 
1956 and all succeeding taxable years, 
the individual may make such certificate 
effective for his first taxable year ending 
after 1955 and all succeeding taxable 
years by— 

(a) Filing a supplemental certificate 
on Form 2031 after September 13, 1960, 
and before April 17, 1962; 

(5) Paying on or before April 16, 1962, 
the tax under section 1401 in respect of 
all the individual’s self-employment in¬ 
come (except for underpayments of tax 
attributable to errors made in good 
faith) for his first taxable year ending 
after 1955; and 

(c) By repaying on or before April 16, 
1962, the amount of any refund (includ¬ 
ing any interest paid under section 6611) 
that has been made of any such tax 
which (but for section 1402(e)(3)(B)) 
is an overpayment. 

Any payment or repayment described in 
section 1402(e)(3)(B) and in this sub- 
paragraph shall not constitute an over¬ 
payment within the meaning of section 
6401 which relates to amounts treated 
as overpayments. See section 6401 and 
the regulations thereunder in Part 301 
of this chapter (Regulations on Proce¬ 
dure and Administration).. 

Example. M, who files his income tax 
returns on a calendar year basis, was or¬ 
dained as a minister in 1956, and his net 
earnings from service performed in the exer¬ 
cise of his ministry during each of the 
years 1956 and 1957 were $400 or more. On 
July 15, 1957, M filed a waiver certificate 
which became effective, at the time of filing, 
for 1957 and all succeeding taxable years. 
Since the certificate was not filed on or 
before April 15, 1957 (the due date of M’s 
income tax return for the taxable year 1956), 
and since there was no extension of time for 
filing his 1956 income tax return, the cer¬ 
tificate was not, at the time of filing, effec¬ 
tive for the taxable year 1956. M files a 
supplemental certificate on April 17, 1961. 
If, in addition to the filing of the supple¬ 
mental certificate, M pays on or before April 
16, 1962, the self-employment tax in respect 
of all his self-employment income (except 
for underpayments of tax attributable to 
errors made in good faith) for his taxable 
year 1956, and repays, on or before April 16, 
1962, the amount of any refund (including 
any interest paid under section 6611) that 
has been made of any such tax which (but 
for section 1402(e)(3)(B)) is an overpay¬ 
ment, the certificate filed by M on July 15, 
1957, becomes effective for the year 1956 and 
all succeeding taxable years. 

(b) Filed after August 30, 1957, and 
before the due date of the 1958 return. 
A certificate on Form 2031 filed by an 
individual after August 30, 1957, but on 
or before the due date of the return 
(including any extension thereof) for 
his second taxable year ending after 
1956, in accordance with the provisions 
of section 1402(e) in effect at the time 
the certificate is filed, shall be effective 
for his first taxable year ending after 
1955, and all subsequent taxable years. 


(c) Filed after due date of 1958 return. 
Except as otherwise provided in § 1 .1402 
(e) (5)-l, a certificate on Form 2031 filed 
by an individual in accordance with the 
provisions of §§ 1.1402(e) (l)-l and 
1.1402(e) (2)-l, inclusive, after the due 
date of the return (including any exten¬ 
sion thereof) for his second taxable year 
ending after 1956 shall be effective for 
the taxable year immediately preceding 
the earliest taxable year for which, at 
the time the certificate is filed, the period 
for filing a return (including any ex¬ 
tension thereof) has not expired, and for 
all succeeding taxable years. 

Example. M, a duly ordained minister of 
a church, makes his income tax returns on 
the basis of a calendar year. M has not 
been granted an extension of time for filing 
any return. On April 15, 1963, the due date 
of his income tax return for 1962, M files 
a waiver certificate pursuant to § 1.1402(e) 

(1) —1 and within the time limitation set 
forth in § 1.1402(e) (2) —1. On April 15, 1963, 
the year 1962 is the earliest taxable year for 
which the period for filing a return has not 
expired. Consequently, M’s certificate is ef¬ 
fective for 1961 and all succeeding taxable 
years. M must report and pay any self- 
employment tax due for 1961 and 1962. 
(The tax, if any, for 1962 is due on April 15, 
1963.) Inasmuch as the due date of the 
tax for 1961 is April 16, 1962, M must pay 
interest on any tax due for 1961. For pro¬ 
visions relating to such interest, see § 301. 
6601-1 of Part 301 of this chapter (Regula¬ 
tions on Procedure and Administration). 

(d) Election irrevocable. An election 
which has become effective pursuant to 
this section is irrevocable. A certificate 
may not be withdrawn after June 30, 
1961. 

§ 1.1402(e) (4) Statutory provisions; 
definitions; ministers, members of 
religious orders, and Christian 
Science practitioners; treatment of 
certain remuneration paid in 1955 
and 1956 as wages. 

Sec. 1402. Definitions. * * * 

(e) Ministers, members of religious orders, 
and Christian Science practitioners. * * * 

(4) Treatment of certain remuneration 
paid in 1955 and 1956 as wages. If— 

(A) In 1955 or 1956 an individual was paid 
remuneration for service described in section 
3121(b) (8) (A) which was erroneously treat¬ 
ed by the organization employing him (un¬ 
der a certificate filed by such organization 
pursuant to section 3121 (k) or the corre¬ 
sponding section of prior law) as employ¬ 
ment (within the meaning of chapter 21), 
and 

(B) On or before the date of the enact¬ 
ment of this paragraph the taxes imposed 
by sections 3101 and 3111 were paid (in good 
faith and upon the assumption that the 
insurance system established by title II of 
the Social Security Act had been extended 
to such service) with respect to any part of 
the remuneration paid to such individual 
for such service, 

then the remuneration with respect to which 
such taxes were paid, and with respect to 
which no credit or refund of such taxes 
(other than a credit or refund which would 
be allowable if such service had constituted 
employment) has been obtained on or before 
the date of the enactment of this paragraph, 
shall be deemed (for purposes of this chap¬ 
ter and chapter 21) to constitute remunera¬ 
tion paid for employment and not net earn¬ 
ings from self-employment. 

[Sec. 1402(e) (4) as added by sec. 2, Act of 
Aug. 30, 1957 (Pub. Law 85-239, 71 Stat. 
522) J 
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§ 1.1402(e)(4)—! Treatment of certain 
remuneration paid in 1955 and 1956 
as wages. 

If in 1955 or 1956 an individual was 
paid remuneration for service described 
in section 3121(b) (8) (A) which was er¬ 
roneously treated by the organization 
employing him (under a certificate filed 
by such organization pursuant to section 
3121 (k) or the corresponding section of 
prior law) as employment, within the 
meaning of the Federal Insurance Con¬ 
tributions Act (chapter 21 of the In¬ 
ternal Revenue Code), and if on or be¬ 
fore August 30, 1957, the taxes imposed 
by sections 3101 and 3111 were paid (in 
good faith and upon the assumption that 
the insurance system established by title 
II of the Social Security Act had been 
extended to such service) with respect 
to any part of the remuneration paid to 
such individual for such service, then 
the remuneration with respect to which 
such taxes were paid, and with respect to 
which no credit or refund of such taxes 
(other than a credit or refund which 
would be allowable if such service had 
constituted employment) has been ob¬ 
tained either by the employer or the 
employee on or before August 30, 1957, 
shall be deemed, for purposes of the 
Self-Employment Contributions Act of 
1954 and the Federal Insurance Contri¬ 
butions Act, to constitute remuneration 
paid for employment and not net earn¬ 
ings from self-employment. For regu¬ 
lations relating to section 3121 (b) (8) 
(A) and (k), see §§ 31.3121(b) (8) —1 and 
31.3121 (k)-l of Subpart B of Part 31 of 
this chapter (Employment Tax Regula¬ 
tions) . 

§ 1.1402(e) (5) Statutory provisions; 
definitions; ministers, members of 
religious orders, and Christian 
Science practitioners; optional pro¬ 
vision for certain certificates filed on 
or before April 15, 1962. 

Sec. 1402. Definitions. * * * 

(e) Ministers, members of religious or¬ 
ders, and Christian Science practition¬ 
ers. * * * 

(5) Optional provision for certain certifi¬ 
cates filed on or before April 15, 1962. In any 
case where an individual has derived earn¬ 
ings, in any taxable year ending after 1954 
and before 1960, from the performance of 
service described in subsection (c)(4), or 
in subsection (c) (5) (as in effect prior to 
the enactment of this paragraph) insofar 
as it related to the performance of service 
by an individual in the exercise of his pro¬ 
fession as a Christian Science practitioner, 
and has reported such earnings as self- 
employment income on a return filed on or 
before the date of the enactment of this 
paragraph and on or before the due date 
prescribed for filing such return (including 
any extension thereof) — 

(A) A certificate filed by such individual 
(or a fiduciary acting for such individual 
or his estate, or his survivor within the 
meaning of section 205(c) (1) (C) of the So¬ 
cial Security Act) after the date of the 
enactment of this paragraph and on or be¬ 
fore April 15, 1962, may be effective, at the 
election of the person filing such certificate, 
for the first taxable year ending after 1954 
and before 1960 for which such a return 
was filed, and for all succeeding taxable 
years, rather than for the period prescribed 
in paragraph (3), and 

(B) A certificate filed by such individual 
on or before the date of the enactment of 
this paragraph which (but for this sub¬ 


paragraph) is ineffective for the first tax¬ 
able year ending after 1954 and before 1959 
for which such a return was filed shall be 
effective for such first taxable year, and for 
all succeeding taxable years, provided a sup¬ 
plemental certificate is filed by such indi¬ 
vidual (or a fiduciary acting for such indi¬ 
vidual or his estate, or his survivor within 
the meaning of section 205(c)(1)(C) of 
the Social Security Act) after the date of 
the enactment of this paragraph and on 
or before April 15, 1962, 

but only if— 

(i) The tax under section 1401 in respect 
of all such individual’s self-employment in¬ 
come (except for underpayments of tax 
attributable to errors made in good faith), 
for each such year ending before 1960 in 
the case of a certificate described in sub- 
paragraph (A) or for each such year ending 
before 1959 in the case of a certificate de¬ 
scribed in subparagraph (B), is paid on or 
before April 15, 1962, and 

(ii) In any case where refund has been 
made of any such tax which (but for this 
paragraph) is an overpayment, the amount 
refunded (including any interest paid under 
section 6611) is repaid on or before April 
15,1962. 

The provisions of section 6401 shall not apply 
to any payment or repayment described in 
this paragraph. 

(Sec. 1402(e)(5) as added by sec. 101(c), 
Social Security Amendments 1960 (74 Stat. 
927) ] 

Section 101. [Social Security Amendments 
of I960]. * * * 

(d) In the case of a certificate or supple¬ 
mental certificate filed pursuant to section 
1402(e) (3) (B) or (5) of the Internal Reve¬ 
nue Code of 1954— 

(1) For purposes of computing interest, 
the due date for the payment of the tax 
under section 1401 which is due for any 
taxable year ending before 1959 solely by 
reason of the filing of a certificate which 
is effective under such section 1402(e) (3) 
(B) or (5) shall be April 15, 1962; 

(2) The statutory period for the assess¬ 
ment of any tax for any such year which is 
attributable to the filing of such certificate 
shall not expire before the expiration of 3 
years from such due date; and 

(3) For purposes of section 6651 of such 
Code (relating to addition to tax for failure 
to file tax return), the amount of tax re¬ 
quired to be shown on the return shall not 
include such tax under section 1401. 

[Sec. 101(d), Social Security Amendments 
1960 (74 Stat. 927) ] 

§ 1.1402(e) (5)—1 Optional provision 
for certain certificates filed before 
April 15, 1962. 

(a) Certificates. (1) The optional 
provision contained in section 1402(e) (5) 
(A) may be applied to a certificate on 
Form 2031 filed within the period Sep¬ 
tember 14, 1960, to April 16, 1962, inclu¬ 
sive, in the case of a duly ordained, 
commissioned, or licensed minister of a 
church, a member of a religious order 
(other than a member of a religious 
order who has taken a vow of poverty 
as a member of such order), or a Chris¬ 
tian Science practitioner, who has de¬ 
rived net earnings, in any taxable year 
ending after 1954 and before 1960, from 
the performance of service in the exer¬ 
cise of his ministry, in the exercise of 
duties required by his religious order, 
or in the exercise of his profession as a 
Christian Science practitioner, respec¬ 
tively, and who has reported such earn¬ 
ings as self-employment income on a 


return filed before September 14, 1960, 
and on or before the date prescribed 
for filing such return (including any ex¬ 
tension thereof). The certificate may 
be filed by such minister, member of a 
religious order, or Christian Science 
practitioner or by a fiduciary acting for 
such individual or his estate, or by his 
survivor within the meaning of section 
205(c) (1) (C) of the Social Security Act, 
and it must be filed after September 
13, 1960, and on or before April 16, 1962. 
Subject to the conditions stated in sub- 
paragraph (2) of this paragraph, such 
certificate may be effective at the elec¬ 
tion of the person filing it, for the first 
taxable year ending after 1954 and be¬ 
fore 1960 for which a return, as described 
in the first sentence of this subpara¬ 
graph, was filed, and for all succeeding 
taxable years, rather than for the period 
prescribed in § 1.1402(e) (3) —1. The 
election for retroactive application of the 
certificate may be made by indicating 
on the certificate the first taxable year 
for which it is to be effective and that 
such year is the first taxable year end¬ 
ing after 1954 and before 1960 for which 
the minister, member of a religious order, 
or Christian Science practitioner filed an 
income tax return on which he reported 
net earnings for such year from the 
exercise of his ministry, the exercise of 
duties required by his religious order, 
or the exercise of his profession as a 
Christian Science practitioner, as the 
case may be, and by fulfilling the condi¬ 
tions prescribed in subparagraph (2) of 
this paragraph. 

(2) A certificate to which subpara¬ 
graph (1) of this paragraph relates may 
be effective for a taxable year prior to 
the taxable year immediately preceding 
the earliest taxable year for which, at 
the time the certificate is filed, the pe¬ 
riod for filing a return (including any 
extension thereof) has not expired, only 
if the following conditions are met: 

(i) The tax under section 1401 is paid 
on or before April 16, 1962, in respect 
of all self-employment income (whether 
or not derived from the performance of 
service by the individual in the exercise 
of his ministry, in the exercise of duties 
required by his religious order, or in the 
exercise of his profession as a Christian 
Science practitioner, as the case may be) 
for the first taxable year ending after 
1954 and before 1960 for which such in¬ 
dividual has filed a return, as described 
in subparagraph (1) of this paragraph, 
and for each succeeding taxable year 
ending before 1960; and 

(ii) In any case where refund has 
been made of any such tax which (but 
for section 1402(e)(5)) is an overpay¬ 
ment, the amount refunded (including 
any interest paid under section 6611) is 
repaid on or before April 16, 1962. For 
regulations under section 6611 (relating 
to interest on overpayments), see § 301.- 
6611-1 of Part 301 of this chapter (Reg¬ 
ulations on Procedure and Administra¬ 
tion) . 

(b) Supplemental certificates. (1) 
Subject to the conditions stated in sub- 
paragraph (2) of this paragraph, a cer¬ 
tificate on Form 2031 filed on or before 
September 13, 1960, by a minister, mem¬ 
ber of a religious order, or a Christian 
Science practitioner described in para- 
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graph (a) (1) of this section and which 
(but for section 1402(e)(5)(B)) is in¬ 
effective for the first taxable year end¬ 
ing after 1954 and before 1959 for which 
such a return as described in paragraph 
(a)(1) of this .section was filed by such 
individual, shall be effective for such 
first taxable year and for all succeeding 
taxable years, provided a supplemental 
certificate is filed by such individual or 
by a fiduciary acting for him or his 
estate, or by his survivor (within the 
meaning of section 205(c) (1) (C) of the 
Social Security Act), after September 
13, 1960 and on or before April 16, 1962. 

(2) The filing of a supplemental cer¬ 
tificate pursuant to subparagraph (1) 
of this paragraph will give retroactive 
effect to a certificate to which such sub- 
paragraph applies only if the following 
conditions are met: 

(i) The tax under section 1401 is paid 
on or before April 16, 1962, in respect of 
all self-employment income (whether or 
not attributable to earnings as a min¬ 
ister, member of a religious order, or 
Christian Science practitioner) for the 
first taxable year for which the certifi¬ 
cate is retroactively effective and for 
each subsequent year ending before 1959; 
and 

(ii) In any case where refund has 
been made of any such tax which (but 
for section 1402(d)(5)) is an overpay¬ 
ment, the amount refunded (including 
any interest paid under section 6611) is 
repaid on or before April 16, 1962. 

(c) Underpayment of tax. For pur¬ 
poses of thi* section, any underpayment 
of the tax which is attributable to an 
error made in good faith will not invali¬ 
date an election which is otherwise 
valid. 

(d) Nonapplicability of section 6401. 
Any payment or repayment described in 
paragraph (a) (2) or paragraph (b) (2) 
of this section shall not constitute an 
overpayment within the meaning of sec¬ 
tion 6401 which relates to amounts 
treated as overpayments. For the pro¬ 
visions of section 6401 and the regula¬ 
tions thereunder, see §§ 301.6401 and 
301.6401-1 of Part 301 of this chapter 
(Regulations on Procedure and Admin¬ 
istration) . 

§ 1.1402(e)(6) Statutory provisions; 
definitions; ministers, members of 
religious orders, and Christian 
Science practitioners; certificate filed 
l>y fiduciary or survivor on or before 
April 15, 1962. 

Sec. 1402. Definitions. * * * 

(e) Ministers, members of religious or¬ 
ders, and Christian Science practition¬ 
ers . * * * 

(6) Certificate filed by fiduciaries or sur¬ 
vivors on or before April 15, 1962. In any 
case where an individual, whose death has 
occurred after September 12, 1960, and be¬ 
fore April 16, 1962, derived earnings from 
the performance of services described in sub¬ 
section (c) (4), or in subsection (c) (5) inso¬ 
far as it relates to the performance of service 
by an individual in the exercise of his pro¬ 
fession as a Christian Science practitioner, 
a certificate may be filed after the date of 
enactment of this paragraph, and on or 
before April 15, 1962, by a fiduciary acting 
for such individual’s estate or by such indi¬ 
vidual’s survivor within the meaning of sec¬ 
tion 205(c) (1) (C) of the Social Security Act. 
Such certificate shall be effective for the 
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period prescribed In paragraph (3) (A) as if 
filed by the individual on the day of his 
death. 

[Sec. 1402(e) (6) as added by sec. 202(a), So¬ 
cial Security Amendments 1961 (75 Stat. 
141)] 

§ 1.1402(e) (6)—1 Certificates filed by 
fiduciaries or survivors on or before 
April 15, 1962. 

In any case in which an individual 
whose death has occurred after Septem¬ 
ber 12, 1960, and before April 16, 1962, 
derived earnings from the performance 
of services as a duly ordained, commis¬ 
sioned, or licensed minister of a church 
in the exercise of his ministry, as a 
member of a religious order (other than 
a member of a religious order who has 
taken a vow of poverty as a member of 
such order) in the exercise of duties re¬ 
quired by such order, or in the exercise 
of his profession as a Christian Science 
practitioner, a waiver certificate on Form 
2031 may be filed after June 30,1961 (the 
date of enactment of the Social Security 
Amendments of 1961), and on or before 
April 16, 1962, by a fiduciary acting for 
such individual’s estate or by such in¬ 
dividual’s survivor wdthin the meaning 
of section 205(c)(1)(C) of the Social 
Security Act. Such certificates shall be 
effective for the period prescribed in 
section 1402(e)(3)(A) (see § 1.1402(e) 
(3)-1(c)) as if filed by the individual on 
the date of his death. 

§ 1.1402(f) Statutory provisions; defi¬ 
nitions ; partner’s taxable year ending 
as the result of death. 

Sec. 1402. Definitions. * * * 

(f) Partner’s taxable year ending as the 
result of death. In computing a partner’s 
net earnings from self-employment for his 
taxable year which ends as a result of hi? 
death (but only if such taxable year ends 
within, and not with, the taxable year of 
the partnership), there shall be included so 
much of the deceased partner’s distributive 
share of the partnership’s ordinary income or 
loss for the partnership taxable year as is 
not attributable to an interest in the partner¬ 
ship during any period beginning on or after 
the first day of the first calendar month fol¬ 
lowing the month in which such partner 
died. For purposes of this subsection— 

(1) In determining the portion of the 
distributive share which is attributable to 
any period specified in the preceding sen¬ 
tence, the ordinary income or loss of the 
partnership shall be treated as having been 
realized or sustained ratably over the part¬ 
nership taxable year; and 

(2) The term “deceased partner’s distribu¬ 
tive share” includes the share of his estate 
or of any other person succeeding, by reason 
of his death, to rights with respect to his 
partnership interest. 

[Sec. 1402(f) as added by sec. 403(a), Social 
Security Amendments 1958 (72 Stat. 1043)] 

Sec. 403. [Social Security Amendments of 
1958]. * * * 

(b) Effective dates. (1) Except as pro¬ 
vided in paragraph (2), the amendment made 
by subsection (a) shall apply only with 
respect to individuals who die after the date 
of the enactment of this Act. 

(2) In the case of an individual who died 
after 1955 and on or before the date of the 
enactment of this Act, the amendment made 
by subsection (a) shall apply only if— 

(A) Before January 1, 1960, there is filed 
a return (or amended return) of the tax im¬ 
posed by chapter 2 of the Internal Revenue 
Code of 1954 for the taxable year ending as 
a result of his death, and 


(B) In any case where the return is filed 
solely for the purpose of reporting net earn¬ 
ings from self-employment resulting from 
the amendment made by subsection (a), the 
return is accompanied by the amount of tax 
attributable to such net earnings. 

In any case described in the preceding sen¬ 
tence, no interest or penalty shall be assessed 
or collected on the amount of any tax due 
under chapter 2 of such Code solely by rea¬ 
son of the operation of section 1402(f) of 
such Code. 

[Sec. 403(b), Social Security Amendments 
1958 (72 Stat. 1044) ] 

§ 1.1402(f)—1 Computation of partner’s 
net earnings from self-employment 
for taxable year which ends as result 
of his death. 

(a) Taxable years ending after August 
28, 1958 —(1) In general. The rules for 
the computation of a partner’s net earn¬ 
ings from self-employment are set forth 
in paragraphs (d) to (g), inclusive, of 
§ 1.1402(a)-2. In addition to the net 
earnings from self-employment com¬ 
puted under such rules for the last tax¬ 
able year of a deceased partner, if a 
partner’s taxable year ends after Au¬ 
gust 28, 1958, solely because of death, and 
on a day other than the last day of the 
partnership’s taxable year, the deceased 
partner’s net earnings from self-employ¬ 
ment for such year shall also include so 
much of the deceased partner’s distribu¬ 
tive share of partnership ordinary in¬ 
come or loss (see subparagraph (3) of 
this paragraph) for the taxable year of 
the partnership in which his death oc¬ 
curs as is attributable to an interest in 
the partnership prior to the month fol¬ 
lowing the month of his death. 

(2) Computation, (i) The deceased 
partner’s distributive share of partner¬ 
ship ordinary income or loss for the 
partnership taxable year in which he 
died shall be determined by applying 
the rules contained in paragraphs (d) to 
(g), inclusive, of § 1.1402(a)-2, except 
that paragraph (e) shall not apply. 

(ii) The portion of such distributive 
share to be included under this section 
in the deceased partner’s net earnings 
from self-employment for his last tax¬ 
able year shall be determined by treat¬ 
ing the ordinary income or loss consti¬ 
tuting such distributive share as having 
been realized or sustained ratably over 
the period of the partnership taxable 
year during which the deceased partner 
had an interest in the partnership and 
during which his estate, or any other 
person succeeding by reason of his 
death to rights with respect to his part¬ 
nership interest, held such interest in 
the partnership or held a right with 
respect to such interest. The amount to 
be included under this section in the 
deceased partner’s net earnings from 
self-employment for his last taxable 
year will, therefore, be determined by 
multiplying the deceased partner’s dis¬ 
tributive share of partnership ordinary 
income or loss for the partnership tax¬ 
able year in which he died, as determined 
under subdivision (i) of this subpara¬ 
graph, by a fraction, the denominator of 
which is the number of calendar months 
in the partnership taxable year over 
which the ordinary income or loss con¬ 
stituting the deceased partner's distribu¬ 
tive share of partnership income or loss 
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for such year is treated as having been 
realized or sustained under the preced¬ 
ing sentence and the numerator of which 
is the number of calendar months in such 
partnership taxable year that precede 
the month following the month of his 
death. 

(3) Definition of “deceased partner's 
distributive share". For the purpose of 
this section, the term “deceased part¬ 
ner’s distributive share’’ includes the 
distributive share of his estate or of any 
other person succeeding, by reason of 
his death, to rights with respect to his 
partnership interest. It does not include 
any share attributable to a partnership 
interest which was not held by the de¬ 
ceased partner at the time of his death. 
Thus, if a deceased partner’s estate 
should acquire an interest in a partner¬ 
ship additional to the interest to which 
it succeeded upon the death of the de¬ 
ceased partner, the amount of the dis¬ 
tributive share attributable to such 
additional interest acquired by the es¬ 
tate would not be included in computing 
the “deceased partner’s distributive 
share” of the partnership’s ordinary in¬ 
come or loss for the partnership taxable 
year. 

(4) Examples. The application of 
this paragraph may be illustrated by 
the following examples: 

Example (1) . B, an individual who files 
his income tax returns on the calendar year 
basis, is a member of the ABC partnership, 
the taxable year 'of which ends on June 30. 
B dies on October 17,1958, and his estate suc¬ 
ceeds to his partnership interest and con¬ 
tinues as a partner in its own right under 
local law until June 30, 1959. B’s distribu¬ 
tive share of the partnership’s ordinary in¬ 
come, as determined under paragraphs (d) 
to (g), inclusive, of § 1.1402(a)-2, for the 
taxable year of the partnership ended June 
30, 1958 is $2,400. His distributive share, in¬ 
cluding the share of his estate, of such part¬ 
nership’s ordinary income, as~determined un¬ 
der paragraphs (d) to (g), inclusive, of 
§ 1.1402 (a)-2 (with the exception of para¬ 
graph (e)), for the taxable year of the part¬ 
nership ended June 30, 1959 is $4,500. The 
portion of such $4,500 attributable to an in¬ 
terest in the partnership prior to the month 
following the month in which he died is 
$4,500 X 4 /i 2 (4 being the number of months 
in the partnership taxable year in which B 
died which precede the month following the 
month of his death and 12 being the number 
of months in such partnership taxable year 
in which B and his estate had an interest in 
the partnership) or $1,500. The amount to 
be included in the deceased partner’s net 
earnings from self-employment for his last 
taxable year is $3,900 ($2,400 plus $1,500). 

Example (2). If in the preceding example 
B’s estate is entitled to only $1,000, the 
amount of B’s distributive share of partner¬ 
ship ordinary income for the period July 1, 
1958 through October 17, 1958, such $1,000 
is considered to have been realized ratably 
over the period preceding B’s death and will 
be included in B’s net earnings from self- 
employment for his last taxable year. 

Example (3). X, who reports his income 
on a calendar year basis, is a member of a 
partnership which also reports its income on 
a calendar year basis. X dies on June 30, 
1959, and his estate succeeds to his partner¬ 
ship interest and continues as a partner in 
its own right under local law. On Septem¬ 
ber 15, 1959, X’s estate sells the partnership 
interest to which it succeeded on the death 
of X. X’s distributive share of partnership 
Income for 1959 is $5,500. $600 of such 

amount is X’s share of the gain from the sale 


of a capital asset which occurs on May 1, 
1959, and $400 of such amount is the estate’s 
share of the gain from the sale of a capital 
asset which occurs on July 15, 1959. The 
remainder of such amount is income from 
services rendered. X’s distributive share of 
partnership ordinary income for 1959, as de¬ 
termined under paragraphs (d) to (g), in¬ 
clusive, of § 1.1402 (a)-2 (with the exception 
of paragraph (e)), is $4,500 ($5,500 minus 
$1,000). The portion of such share attribut¬ 
able to an interest in the partnership prior 
to the month following the month of his 
death is $4,500X6/8.5 (6 being the number 
of months in the partnership taxable year in 
which X died as precede the month follow¬ 
ing the month of his death and 8.5 being the 
number of months in such partnership tax¬ 
able year in which X and his estate had an 
interest in the partnership) or $3,176.47. 

(b) Options available to farmers —(1) 
Special rule. In determining whether 
the optional method available to a mem¬ 
ber of a farm partnership in computing 
his net earnings from self-employment 
may be applied, and in applying such 
method, it is necessary to determine the 
partner’s distributive share of partner¬ 
ship gross income and the partner’s dis¬ 
tributive share of income described in 
section 702(a)(9). See section 1402(a) 
and § 1.1402 (a)-14. If section 1402(f) 
and this section apply, or may be made 
applicable under section 403(b)(2) of 
the Social Security Amendments of 1958 
and paragraph (c) of this section, for 
the last taxable year of a deceased part¬ 
ner, such partner’s distributive share of 
income described in section 702(a)(9) 
for his last taxable year shall be deter¬ 
mined by including therein any amount 
which is included under section 1402(f) 
and this section in his net earnings from 
self-employment for such taxable year. 
Such a partner’s distributive share of 
partnership gross income for his last 
taxable year shall be determined by in¬ 
cluding therein so much of the deceased 
partner’s distributive share (see para¬ 
graph (a) (3) of this section) of partner¬ 
ship gross income, as defined in section 
1402(a) and paragraph (b) of § 1.1402 
(a)-14, for the partnership taxable year 
in which he died as is attributable to 
an interest in the partnership prior to 
the month following the month of his 
death. Such allocation shall be made in 
the same manner as is prescribed in 
paragraph (a) (2) of this section for de¬ 
termining the portion of a deceased part¬ 
ner’s distributive share of partnership 
ordinary income or loss to be included 
under section 1402(f) and this section in 
his net earnings from self-employment 
for his last taxable year. 

(2) Examples. The principles set 
forth in this paragraph may be illus¬ 
trated by the following examples: 

Example (1 ). X, an individual who files 
his income tax returns on a calendar year 
basis, is a member of the XYZ farm partner¬ 
ship, the taxable year of which ends on 
March 31. X dies on May 31, 1959, and his 
estate succeeds to his partnership interest 
and continues as a partner in its own right 
under local law until March 31, 1960. X’s 
distributive share of the partnership’s ordi¬ 
nary income, determined under paragraphs 
(d) to (g), inclusive, of § 1.1402(a)-2, for 
the taxable year of the partnership ended 
March 31, 1959, is $1,200. His distributive 
share, including the share of his estate, of 
such partnership’s ordinary loss as deter¬ 


mined under paragraphs (d) to (g), inclu¬ 
sive, of § 1.1402(a)-2 (with the exception of 
paragraph (e)), for the taxable year of the 
partnership ended March 31, 1960, is $600. 
The portion of such $600 attributable to an 
interest in the partnership prior to the 
month following the month in which he 
died is $600 XV 12 (2 being the number of 
months in the partnership taxable year in 
which X died which precede the month fol¬ 
lowing the month of his death and 12 being 
the number of months in such partnership 
taxable year in which X and his estate had an 
interest in the partnership) or $100. X is 
also a member of the ABX farm partnership, 
the taxable year of which ends on May 31. 
His distributive share of the partnership loss 
described in section 702(a) (9) for the part¬ 
nership taxable year ending May 31, 1959 
is $200. Section 1402(f) and this section 
do not apply with respect to such $200 since 
X’s last taxable year ends, as a result of his 
death, with the taxable year of the ABX 
partnership. Under this paragraph the $100 
loss must be included in determining X’s 
distributive share of XYZ partnership income 
described in section 702(a) (9) for the pur¬ 
pose of applying the optional method avail¬ 
able to farmers for computing net earnings 
from self-employment. Further, the result¬ 
ing $1,100 of income must be aggregated, 
pursuant to paragraph (c) of § 1.1402(a)-14, 
with the $200 loss, X’s distributive share of 
ABX partnership loss described in section 
702(a)(9), for purposes of applying such 
option. The representative of X’s estate may 
exercise the option described in paragraph 
(a)(2)(h) of § 1.1402(a)-14, provided the 
portion of X’s distributive share of XYZ 
partnership gross income for the taxable year 
ended March 31, 1960, attributable to an 
interest in the partnership prior to the 
month following the month in which he 
died (the allocation being made in the man¬ 
ner prescribed for allocating his $600 dis¬ 
tributive share of XYZ partnership loss for 
such year), when aggregated with his dis¬ 
tributive share of XYZ partnership gross in¬ 
come for the partnership taxable year ended 
March 31, 1959, and with his distributive 
share of ABX partnership gross income for 
the partnership taxable year ended May 31, 
1959, results in X having more than $1,800 
of gross income from the trade or business 
of farming. If such aggregate amount of 
gross income is not more than $1,800, the 
option described in paragraph (a) (2) (i) of 
§ 1.1402(a)-14, is available. 

Example (2). A, a sole proprietor engaged 
in the business of farming, files his income 
tax returns on a calendar year basis. A is 
also a member of partnership engaged in an 
agricultural activity. The partnership files 
its returns on the basis of a fiscal year ending 
March 31. A dies June 29, 1959. A’s gross 
income from farming as a sole proprietor for 
the six-month period comprising his taxable 
year which ends because of death is $1,200 
and his actual net earnings from self-em¬ 
ployment based thereon is $300. As of March 
31, 1959, A’s distributive share of the gross 
income of the farm partnership is $2,000 and 
his distributive share of income described 
in section 702(a)(9) based thereon is $900. 
The amount of A’s distributive share of the 
partnership’s ordinary income for its taxable 
year ended March 31, 1960, which may be 
included in his net earnings from self-em¬ 
ployment under section 1402(f) and para¬ 
graph (a) of this section is $200. The 
amount of the deceased partner’s distribu¬ 
tive share of partnership gross income at¬ 
tributable to an interest in the partnership 
prior to the month following the month of 
his death as is determined, pursuant to sub- 
paragraph (1) of this paragraph, under para¬ 
graph (a) of this section is $1,800. An ag¬ 
gregation of the above figures produces a 
gross income from 'farming of $5,000 and 
actual net earnings from self-employment of 
$1,400. Under these circumstances none of 
the options provided by section 1402(a) may 
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be used. If the actual net earnings from 
self-employment has been less than $1,200, 
the option described in paragraph (a) (2) (ii) 
of § 1.1402(a)-14 would have been available. 

(c) Taxable years ending after 1955 
and on or before August 28, 1958- —(1) 
Requirement of election. If a partner’s 
taxable year ended, as a result of his 
death, after 1955 and on or before Au¬ 
gust 28, 1958, the rules set forth in para¬ 
graph (a) of this section may be made 
applicable in computing the deceased 
partner’s net earnings from self-employ¬ 
ment for his last taxable year provided 
that— 

(1) Before January 1, 1960, there is 
filed, by the person designated in section 
6012(b) (1) and paragraph (b) (1) of 
§ 1.6012-3, a return (or amended return) 
of the tax imposed by chapter 2 for the 
taxable year ending as a. result of death, 
and 

(ii) Such return, if filed solely for the 
purpose of reporting net earnings from 
self-employment resulting from the en¬ 
actment of section 1402(f), is accom¬ 
panied by the amount of tax attributable 
to such net earnings. 

(2) Administrative rule of special ap¬ 
plication. Notwithstanding the provi¬ 
sions of sections 6601, 6651, and 6653 (see 
such sections and the regulations there¬ 
under) no interest or penalty shall be as¬ 
sessed or collected on the amount of any 
self-employment tax due solely by reason 
of the operation of section 1402(f) in the 
case of an individual who died after 1955 
and before August 29, 1958. 

§ 1.1402(g) Statutory provisions; defi¬ 
nitions; treatment of certain re¬ 
muneration erroneously reported as 
net earnings from self-employment. 

Sec. 1402. Definitions. * * * 

(g) Treatment of certain remuneration er¬ 
roneously reported as net earnings from self- 
employment. If— 

(1) An amount is erroneously paid as tax 
under section 1401, for any taxable year end¬ 
ing after 1954 and before 1962, with respect 
to remuneration for service described in sec¬ 
tion 3121(b) (8) (other than service described 
in section 3121(b)(8)(A)), and such remu¬ 
neration is reported as self-employment in¬ 
come on a return filed on or before the due 
date prescribed for filing such return (in¬ 
cluding any extension thereof), 

(2) The individual who paid such amount 
(or a fiduciary acting for such individual or 
his estate, or his survivor (within the mean¬ 
ing of section 205(c)(1)(C) of the Social 
Security Act)) requests that such remuner¬ 
ation be deemed to constitute net earnings 
from self-employment, 

(3) Such request is filed after the date of 
the enactment of this paragraph and on or 
before April 15, 1962, 

(4) Such remuneration was paid to such 
individual for services performed in the em¬ 
ploy of an organization which, on or before 
the date on which such request is filed, has 
filed a certificate pursuant to section 3121 (k), 
and 

(5) No credit or refund of any portion of 
the amount erroneously paid for such taxable 
year as tax under section 1401 (other than a 
credit or refund which would be allowable if 
such tax were applicable with respect to such 
remuneration) has been obtained before the 
date on which such request is filed or, if 
obtained, the amount credited or refunded 
(including any interest under section 6611) 
is repaid on or before such date, 
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then, for purposes of this chapter and chap¬ 
ter 21, any amount of such remuneration 
which is paid to such individual before the 
calendar quarter in which such request is 
filed (or before the succeeding quarter if such 
certificate first becomes effective with respect 
to services performed by such individual in 
such succeeding quarter), and with respect 
to which no tax (other than an amount er¬ 
roneously paid as tax) has been paid under 
chapter 21, shall be deemed to constitute net 
earnings from self-employment and not re¬ 
muneration for employment. For purposes 
of section 3121 (b) (8) (B) (ii) and (iii), if the 
certificate filed by such organization pur¬ 
suant to section 3121 (k) is not effective with 
respect to services performed by such individ¬ 
ual on or before the first day of the calendar 
quarter in which the request is filed, such 
individual shall be deemed to have become 
an employee of such organization (or to have 
become a member of a group described in sec¬ 
tion 3121(k) (1) (E)) on the first day of the 
succeeding quarter. 

[Sec. 1402(g), as added by sec. 105(c)(1), 
Social Security Amendments 1960 (74 Stat. 
944)] 

§ 1.1402(g)—! Treatment of certain re¬ 
muneration erroneously reported as 
net earnings from self-employment. 

(a) General rule. If an amount is 
erroneously paid as self-employment tax, 
for any taxable year ending after 1954 
and before 1962, with respect to remu¬ 
neration for service (other than service 
described in section 3121(b) (8) (A)) per¬ 
formed in the employ of an organiza¬ 
tion described in section 501(c)(3) and 
exempt from income tax under section 
501(a), and if such remuneration is re¬ 
ported as self-employment income on a 
return filed on or before the due date 
prescribed for filing such return (in¬ 
cluding any extension thereof), the 
individual who paid such amount (or a 
fiduciary acting for such individual or 
his estate, or his survivor (within the 
meaning of section 205(c)(1)(C) of the 
Social Security Act)), may request that 
such remuneration be deemed to consti¬ 
tute net earnings from self-employment. 
If such request is filed during the period 
September 14, 1960, to April 16, 1962, 
inclusive, and on or after the date on 
which the organization which paid such 
remuneration to such individual for 
services performed in its employ has 
filed, pursuant to section 3121 (k), a cer¬ 
tificate waiving exemption from taxes 
under the Federal Insurance Contribu¬ 
tions Act, and if no credit or refund 
of any portion of the amount erroneously 
paid for such taxable year as self- 
employment tax (other than a credit or 
refund which would be allowable if such 
tax were applicable with respect to such 
remuneration) has been obtained before 
the date on which such request is filed 
or, if obtained, the amount credited or 
refunded (including any interest under 
section 6611) is repaid on or before such 
date, then, for purposes of the Self- 
Employment Contributions Act of 1954 
and the Federal Insurance Contribu¬ 
tions Act, any amount of such remunera¬ 
tion which is paid to such individual 
before the calendar quarter in which 
such request is filed (or before the suc¬ 
ceeding quarter if such certificate first 
becomes effective with respect to serv¬ 
ices performed by such individual in 
such succeeding quarter) and with re¬ 


spect to which no tax (other than an 
amount erroneously paid as tax) has 
been paid under the Federal Insurance 
Contributions Act, shall be deemed to 
constitute net earnings from self- 
employment and not remuneration for 
employment. If the certificate filed by 
such organization pursuant to section 
3121 (k) is not effective with respect to 
services performed by such individual 
on or before the first day of the calen¬ 
dar quarter in which the request is filed, 
then, for purposes of section 3121(b) (8) 
(B) (ii) and (iii), such individual shall 
be deemed to have become an employee 
of such organization (or to have become 
a member of a group, described in sec¬ 
tion 3121 (k) (1) (E), of employees of such 
organization) on the first day of the 
succeeding quarter. 

(b) Request for validation . (1) No 

particular form is prescribed for making 
a request under paragraph (a) of this 
section. The request should be in 
writing, should be signed and dated by 
the person making the request, and 
should indicate clearly that it is a re¬ 
quest that, pursuant to section 1402(g) 
of the Code, remuneration for service 
described in section 3121(b)(8) (other 
than service described in section 3121 
(b) (8) (A)) erroneously reported as self- 
employment income for one or more 
specified years be deemed to constitute 
net earnings from self-employment and 
not remuneration for employment. In 
addition, the following information shall 
be shown in connection with the request: 

(i) The name, address, and social se¬ 
curity account number of the individual 
with respect to whose remuneration the 
request is made. 

(ii) The taxable year or years (ending 
after 1954 and before 1962) to which the 
request relates. 

(iii) A statement that the remunera¬ 
tion was erroneously reported as self- 
employment income on the individual’s 
return for each year specified and that 
the return was filed on or before its due 
date (including any extension thereof). 

(iv) Location of the office of the dis¬ 
trict director with whom each return was 
filed. 

(v) A statement that no portion of the 
amount erroneously paid by the individ¬ 
ual as self-employment tax with respect 
to the remuneration has been credited or 
refunded (other than a credit or refund 
which would have been allowable if the 
tax had been applicable with respect to 
the remuneration); or, if a credit or re¬ 
fund of any portion of such amount has 
been obtained, a statement identifying 
the credit or refund and showing how 
and when the amount credited or re¬ 
funded, together with any interest re¬ 
ceived in connection therewith, was 
repaid. 

(vi) The name and address of the or¬ 
ganization which paid the remuneration 
to the individual. 

(vii) The date on which the organi¬ 
zation filed a waiver certificate on Form 
SS-15, and the location of the office of 
the district director with whom it was 
filed. 

(viii) The date on which the certificate 
became effective with respect to services 
performed by the individual. 
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(ix) If the request is made by a per¬ 
son other than the individual to whom 
the remuneration was paid, the name 
and address of that person and evidence 
which shows the authority of such per¬ 
son to make the request. 

(2) The request should be filed with 
the district director of internal revenue 
with whom the latest of the returns 
specified in the request pursuant to sub- 
paragraph (l)(iii) of this paragraph 
was filed. 

(c) Cross references. For regula¬ 
tions relating to section 3121(b) (8) and 
(k), see §§ 31.3121(b) (8)-2 and 31.3121 
(k)-l of Subpart B of Part 31 of this 
chapter (Employment Tax Regulations). 
For regulations relating to exemption 
from income tax of an organization de¬ 
scribed in section 501(c) (3), see § 1.501 
(c) (3) —1. 

§ 1.1403 Statutory provisions; miscel¬ 
laneous provisions. 

Sec. 1403. Miscellaneous provisions —(a) 
Title of chapter. This chapter may be cited 
as the “Self-Employment Contributions Act 

of 1954”. 

(b) Cross references. (1) For provisions 
relating to returns, see section 6017. 

(2) For provisions relating to collection 
of taxes in Virgin Islands, Guam, American 
Samoa, and Puerto Rico, see section 7651. 

[Sec. 1403 as amended by sec. 103(m), So¬ 
cial Security Amendments 1960 (74 Stat. 
938) ] 

§ 1.1403—1 Cross references. 

For provisions relating to the require¬ 
ment for filing returns with respect to 
net earnings from self-employment, see 
§ 1.6017-1. For other administrative 
provisions relating to the tax on self-em¬ 
ployment income, see the applicable sec¬ 
tions of the regulations in this part 
(§ 1.6001-1 et seq.) and the applicable 
sections of the regulations in Part 301 of 
this chapter (Regulations on Procedure 
and Administration). 

Par. 2. Section 1.6017-1 is amended by 
revising paragraphs (a) and (c) to read 
as follows: 

§ 1.6017—1 Self-employment tax re¬ 
turns. 

(a) In general. (1) Every individual, 
other than a nonresident alien, having 
net earnings from self-employment, as 
defined in section 1402, of $400 or more 
for the taxable year shall make a re¬ 
turn of such earnings. For purposes of 
this section, an individual who is a resi¬ 
dent of the Virgin Islands, Puerto Rico, 
or (for any taxable year beginning after 
1960) Guam or American Samoa is not 
to be considered a nonresident alien in¬ 
dividual. See paragraph (d) of § 1.1402 

(b)-l. A return is required under this 
section if an individual has self-employ¬ 
ment income, as defined in section 
1402(b), even though he may not be re¬ 
quired to make a return under section 
6012 for purposes of the tax imposed by 
section 1 or 3. Provisions applicable to 
returns under section 6012(a) shall be 
applicable to returns under this section. 

(2) Except as otherwise provided in 
this subparagraph, the return required 
by this section shall be made on Form 
1040. The form to be used by residents 
of the Virgin Islands, Guam, or Ameri- 
No. 246-5 
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can Samoa is Form 1040SS. In the case 
of a resident of Puerto Rico who is not 
required to make a return of income un¬ 
der section 6012(a), the form to be used 
is Form 1040SS, except that Form 
1040PR shall be used if it is furnished 
by the Internal Revenue Service to such 
resident for use in lieu of Form 1040SS. 
***** 

(c) Social security account numbers. 
(1) Every individual making a return of 
net earnings from self-employment for 
any period commencing before January 
1, 1962, is required to show thereon his 
social security account number, or, if he 
has no such account number, to make 
application therefor on Form SS-5 be¬ 
fore filing such return. However, the 
failure to apply for or receive a social 
security account number will not excuse 
the individual from the requirement 
that he file such return on or before the 
due date thereof. Form SS-5 may be 
obtained from any district office of the 
Social Security Administration or from 
any district director. The application 
shall be filed with a district office of the 
Social Security Administration or, in the 
case of an individual not in the United 
States, with the district office of the 
'Social Security Administration at Balti¬ 
more, Maryland. An individual who has 
previously secured a social security ac¬ 
count number as an employee shall use 
that account number on his return of 
net earnings from self-employment. 

(2) For provisions applicable to the 
securing of identifying numbers and the 
reporting thereof on returns and sched¬ 
ules for periods commencing after De¬ 
cember 31, 1961, see § 1.6109-1. 

Par. 3. Section 1.107-1 is amended by 
revising paragraph (a) to read as 
follows: 

§ 1.107—1 Rental value of parsonages. 

(a) In the case of a minister of the 
gospel, gross income does not include 
(1) the rental value of a home, including 
utilities, furnished to him as a part of 
his compensation, or (2) the rental al¬ 
lowance paid to him as part of his com¬ 
pensation to the extent such allowance 
is used by him to rent or otherwise 
provide a home. In order to qualify for 
the exclusion, the home or rental allow¬ 
ance must be provided as remuneration 
for services which are ordinarily the 
duties of a minister of the gospel. In 
general, the rules provided in §1.1402 
(c)-5 will be applicable to such determi¬ 
nation. Examples of specific services 
the performance of which will be con¬ 
sidered duties of a minister for purposes 
of section 107 include the performance 
of sacerdotal functions, the conduct of 
religious worship, the administration and 
maintenance of religious organizations 
and their integral agencies, and the per¬ 
formance of teaching and administra¬ 
tive duties at theological seminaries. 
Also, the service performed by a qualified 
minister as an employee of the United 
States (other than as a chaplain in the 
Armed Forces, whose service is consid¬ 
ered to be that of a commissioned officer 
in his capacity as such, and not as a 
minister in the exercise of his ministry), 
or a State, Territory, or possession of 
the United States, or a political subdi¬ 
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vision of any of the foregoing, or the 
District of Columbia, is in the exercise 
of his ministry provided the service per¬ 
formed includes such services as are 
ordinarily the duties of a minister. 

Par. 4. Section 1.121 is amended by 
revising paragraph (18) of section 121 
(a), as set forth therein, and the his¬ 
torical note at the end thereof to read 
as follows: 

§ 1.121 Statutory provisions;'cross ref¬ 
erences to other acts. 

Sec. 121. Cross references to other acts. 
(a) For the exemption of— 

***** 

(18) Benefits under laws administered by 
the Veterans’ Administration, see section 
3101 of title 38, United States Code. 

[Sec. 121(a) (18) as added by section 501 (t). 
Servicemen’s and Veterans’ Survivor Benefits 
Act (70 Stat. 885); sec. 2201(25), Veterans’ 
Benefits Act of 1957 (71 Stat. 160); sec. 13 (t), 
Act of Sept. 2, 1958 (Pub. Law 85-857), 72 
Stat. 1266)] 

Par. 5. Section 1.1361-3 is amended by 
revising paragraph (a) (5) to read as 
follows: 

§ 1.1361—3 Code provisions applicable. 

(a) Subtitle A. * * * 

(5) In determining self-employment 
income for purposes of chapter 2, sub¬ 
title A of the Code, the income of a pro¬ 
prietor or a partner shall be determined 
in accordance with paragraph (f) or (h) 
of § 1.1402 (a)-2, as the case may be, 
without regard to any election under sec¬ 
tion 1361. 

[F.R. Doc. 62-12563; Filed, Dec. 19, 1962; 
8:48 a.m.] 

DEPARTMENT OF AGRICULTURE 

Agricultural Research Service 
[ 7 CFk Part 319 1 

NURSERY STOCK, PLANTS, AND 
SEEDS 

Notice of Public Hearing 

On November 17, 1962, there was pub¬ 
lished in the Federal Register (27 F.R. 
11347) a notice of rule making concern¬ 
ing proposed amendments of §§ 319.37-9, 

319.37- 15, and 319.37-16 of the regula¬ 
tions relating to the importation of 
nursery stock, plants, and seeds (7 CFR 

319.37- 9, 319.37-15, 319.37-16) and ad¬ 
ministrative instructions appearing as 7 
CFR 319.37-16a, issued pursuant to the 
provisions of sections 1, 5, and 9 of the 
Plant Quarantine Act of 1912, as 
amended (7 U.S.C. 154, 159, 162). The 
notice proposed that the regulations and 
administrative instructions be amended 
in the following respects: 

1. Section 319.37-9 would be amended 
to read as follows: 

§ 319.37—9 Treatment. 

(a) Unless otherwise provided in the 
regulations in this subpart, all restricted 
plant material, except bulbs, intended 
for entry into the United States, shall be 
treated in a manner required by the in¬ 
spector and under his supervision, and in 
a place approved by him. If this involves 
transportation of such material to a port 
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having special inspection or treating fa¬ 
cilities, the inspector may require that 
the material be transported in bond un¬ 
der such safeguards as he may prescribe. 
The inspector may waive treatment if in 
his judgment it is advisable to do so 
when inspection has failed to show cause 
for treatment. The inspector shall pre¬ 
scribe a schedule of treatment for re¬ 
stricted plant material according to a 
method selected by him in accordance 
with administratively authorized pro¬ 
cedures known to be effective under the 
conditions under which the treatment is 
applied. Neither the Department of 
Agriculture nor the inspector shall be 
deemed responsible for any adverse ef¬ 
fects of any such treatment. 

(b) The inspector may reject any 
restricted plant material (except bulbs) 
which at the time of inspection is of such 
nature or is in such condition that, in 
his judgment, it cannot be treated with¬ 
out substantial injury. 

2. In § 319.37-15, the second sentence 
would be amended to read as follows: 

§ 319.37—15 Freedom from soil. 

* * *. This requirement does not ap¬ 
ply to approved packing materials and 
approved growing media as provided in 
§ 319.37-16. 

3. Section 319.37-16 would be amended 
to read as follows: 

§ 319.37—16 Approved packing mate¬ 
rials and growing media. 

All packing materials and growing 
media employed in connection with any 
shipment of restricted plant material to 
the United States are subject to approval 
for such use by the Director of Division, 
who shall specify in administrative in¬ 
structions a list of approved packing ma¬ 
terials and approved growing media and 
conditions for their use. 

4. In § 319.37-16a, the section heading 
and paragraph (a) would be amended 
and a new paragraph (f) would be added 
to read, respectively as follows: 

§ 319.37—16a Administrative instruc¬ 
tions; list of approved packing ma¬ 
terials and growing media and condi¬ 
tions for their use. 

(a) The following materials, when 
free from sand, soil, or earth, unless 
otherwise noted, and when they have 
not been previously used as packing or 
otherwise with plants, are approved as 
packing materials for use in connection 
with any shipment of restricted plant 
materials imported in accordance with 
§§319.37 through 319.37-27: 

Buckwheat hulls. 

Charcoal (inspection is difficult when this 
material is used. It should be used only 
where its particular qualities are especially 
desirable and other approved packing ma¬ 
terials are unsuitable). 

Coral sand from Bermuda, when free from 
surface soil, and certified as such by the 
Director of Agriculture of Bermuda. 

Excelsior. 

Exfoliated vermiculite. 

Ground cork. 

Ground peat. 

Perlite. 

Sawdust. 

Shavings. 

Sphagnum moss. 
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Vegetable fiber when free of pulp, includ¬ 
ing coconut fiber and Osmunda fiber, but 
excluding sugarcane fiber and cotton fiber. 
* * * * * 

(f) Materials listed in paragraph (a) 
of this section, when free from sand, 
soil, or earth, unless otherwise noted in 
said paragraph, are also approved for use 
as growing media and packing materials 
for restricted plant materials to be 
shipped to the United States in accord¬ 
ance with §§319.37 through 319.37-27 
while such plants are still growing in 
such media, when the restricted plant 
materials have been produced under the 
supervision of a representative of the 
United States Department of Agriculture 
(hereinafter referred to as USDA repre¬ 
sentative) and in accordance with the 
following conditions: 

(1) The growing medium shall be any 
of the approved materials listed in para¬ 
graph (a) of this section. 

(2) The growing medium chosen shall 
not have been previously used with 
plants. The bales or containers of such 
materials shall be opened and placed on 
the growing beds only under the super¬ 
vision of a USDA representative. 

(3) Beds for growing plants in ap¬ 
proved packing materials shall be ap¬ 
proved for such growing by a USDA 
representative. 

(4) The growing medium shall not be 
placed on the beds until their construc¬ 
tion and cleanliness have been approved 
by a USDA representative. 

(5) Beds previously used for growing 
plants must be completely freed of any 
earlier growing material. 

(6) The bottoms and sides of the 
growing beds shall be constructed of tile, 
concrete, or other materials approved for 
such use by a USDA representative. 

(7) In greenhouses with complete con¬ 
crete floors growing beds may be placed 
on those floors. In houses without such 
complete concrete flooring the growing 
beds shall be raised at least 30 centi¬ 
meters or 12 inches above the floor. All 
growing beds shall be appropriately seg¬ 
regated from all other plant production. 

(8) The plants shall be grown 
throughout their lives in glass houses 
and shall not be moved outside during 
summer months for growing in beds of 
soil or leaf mold. 

(9) Plants shall be grown throughout 
their lives in approved materials. They 
cannot first be rooted in sand, soil, earth, 
compost, or leaf mold, for transfer to 
beds filled with approved growing media. 

(10) All necessary precautions shall be 
taken to prevent soil from being brought 
onto the growing beds by tools, water 
hoses, or any other means. Dibbles or 
other tools for use with the plants in 
question shall not be used in soil, com¬ 
post, or leaf mold. 

(11) When a nurseryman is ready to 
make a planting of cuttings for export to 
the United States in approved materials, 
he shall first notify the plant protection 
service of the country concerned so that 
organization can in turn notify a USDA 
representative who must supervise all 
such planting. 

(12) The nurseryman, upon complet¬ 
ing the planting of the growing beds in 
a greenhouse, shall submit a list of num¬ 


bers and varieties of plants grown 
therein to the plant protection service 
of the country concerned, and a copy 
thereof shall be provided for the USDA 
representative. 

(13) During the growing period, nu¬ 
trient materials and clean water, free 
of organisms harmful to plants, may be 
applied as required. 

(14) During the growing period the 
nurseryman may apply fungicidal or in¬ 
secticidal sprays as he sees fit but shall 
also apply any additional sprays or treat¬ 
ments required by the USDA representa¬ 
tive. 

(15) The growing crop shall be sub¬ 
ject to a continuous inspection by a 
USDA representative, for the detection 
of insect infestations or disease infec¬ 
tions. 

(16) When the plant crop is finally re¬ 
moved from the growing beds, each bed 
shall be thoroughly cleaned of any re¬ 
maining growing material and such 
cleaning shall be aproved by the USDA 
representative before an approved grow¬ 
ing medium is placed on the beds for a 
new planting. 

(17) Each time a nurseryman is ready 
to prepare a shipment for export to the 
United States, he shall deliver in advance 
to the plant protection service of the 
country concerned a list of numbers and 
kinds of plants he is to remove from each 
greenhouse. A copy of this list, with the 
proposed date of packing, shall be given 
to the USDA representative who shall 
supervise the removal of the plants from 
the benches. Therefore, ample notice 
must be given of intent to ship. 

( 18 ) Each nurseryman growing plants 
for export to the United States shall 
permit a USDA representative in com¬ 
pany with a representative of the plant 
protection service of the country con¬ 
cerned to visit his premises as may be 
found necessary. 

(19) Each such nuseryman shall make 
no plantings until his greenhouse and 
growing beds have been approved by a 
USDA representative. 

(Secs. 1, 5, 9 , 37 Stat. 315-318, as amended; 
7 U.S.C. 154, 159, 162; 19 PE. 74, as amended) 

The proposed amendments, if adopted, 
would make it possible to import into 
this country restricted plant material 
growing, and which has been grown 
exclusively, in approved materials that 
have not been previously used in associa¬ 
tion with plants other than the plants 
offered for entry into this country if 
the production of the plants offered for 
entry is carried out in the country of 
origin under the supervision of and as 
required by a representative of the U.S. 
Department of Agriculture in accord¬ 
ance with specified conditions. The 
growing of such plants in materials con¬ 
taminated with sand, soil, or earth, or in 
materials which have been previously 
used with plants other than those which 
are offered for entry into the United 
States, would disqualify the plants for 
entry. It is also proposed to add “Per¬ 
lite” to the list of approved materials. 

The notice of rule making invited the 
submission of written data, views or 
arguments in connection with the pro¬ 
posals within 30 days after the date of 
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their publication in the Federal 
register. 

There has been such widespread in¬ 
terest in the proposed amendments that 
it is considered desirable to schedule a 
public hearing for their further con¬ 
sideration. For the benefit of those de¬ 
siring to prepare material for the hear¬ 
ing, the proposals are republished herein. 

Notice is hereby given under section 
4 of the Administrative Procedure Act 
(5 U.S.C. 1003) that, pursuant to the 
provisions of sections 1, 5, and 9 of the 
Plant Quarantine Act of 1912, as amend¬ 
ed (7 U.S.C. 154, 159, 162), a public 
hearing to consider the aforesaid pro¬ 
posals will be held before a representa¬ 
tive of the Agricultural Research Serv¬ 
ice in the Jefferson Auditorium of the 
U.S. Department of Agriculture, 14th 
Street and Independence Avenue SW., 
Washington, D.C., beginning at 10 a.m., 
February 6, 1963, and, if necessary, will 
be continued in the Freer Art Gallery 
Auditorium, 12th Street and Independ¬ 
ence Avenue SW., Washington, D.C., the 
following day, February 7, 1963, begin¬ 
ning at 10 a.m. At this hearing any 
interested person may appear and be 
heard, either in person or by attorney, 
on the proposals. Any interested person 
who desires to submit written data, 
views, or arguments on the proposals 
may do so by filing the same with the 
Director of the Plant Quarantine Divi¬ 
sion, Agricultural Research Service, U.S. 
Department of Agriculture, Washington 
25, D.C., on or before February 6, 1963, 
or with the presiding officer at the 
hearing. 

Done at Washington, D.C., this 14th 
day of December 1962. 

[seal] M. R. Clarkson, 

Acting Administrator , 
Agricultural Research Service. 

[F.R. Doc. 62-12564; Filed, Dec. 19, 1962; 

8:48 a.m.] 


[ 7 CFR Part 322 ] 

IMPORTATION OF ADULT HONEY¬ 
BEES INTO THE UNITED STATES 

Notice of Proposed Rule Making 

Notice is hereby given under section 
4 of the Administrative Procedure Act 
(5 U.S.C. 1003) that the Secretary of 
Agriculture and the Secretary of the 
Treasury are considering the revision of 
regulations relating to the importation 
of adult honeybees into the United 
States (7 CFR Part 322) issued pursuant 
to the provisions of the Act of August 
31, 1922 (42 Stat. 833; 7 U.S.C. 281-282). 

The purpose of the proposed revision 
is to conform the regulations to the 
amendment of the aforesaid act ap¬ 
proved July 19, 1962 (Public Law 

87-539). 

The proposed revision is as follows: 

PART 322—IMPORTATION OF ADULT 
HONEYBEES INTO THE UNITED 

STATES 

Sec. 

322.1 Act. 

322.2 Administrator. 

322.3 Adult honeybees. 

322.4 Honeybee diseases. 
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Sec. 

322.5 Person. 

322.6 United States. 

322.7 Prohibition on importation. 

322.8 Condition of entry. 

322.9 Application for entry. 

322.10 Applicability of State laws. 

Authority: §§ 322.1 to 322.10 issued under 
sec. 1, 42 Stat. 833, as amended by Pub. Law 
87-539; 7 U.S.C. 281. 

§ 322.1 Act. 

The act of August 31, 1922, as amended 
(42 Stat. 833, as amended; 7 U.S.C. 281- 
282). 

§ 322.2 Administrator. 

The Administrator of the Agricultural 
Research Service, United States Depart¬ 
ment of Agriculture, or any officer or 
employee of the Department to whom 
authority has heretofore been delegated, 
or to whom authority may hereafter be 
delegated, to act in his stead. 

§ 322.3 Adult honeybees. 

Queen bees, worker bees, and drones 
or male bees of all species of Apis. 

§ 322.4 Honeybee diseases. 

Those diseases dangerous to the adult 
honeybee, as distinguished from diseases 
which attack only the brood or develop¬ 
mental stages of the honeybee, except 
that the disease caused by the protozoan 
parasite Nosema apis, sometimes known 
as Nosema-disease, now widespread in 
the United States, shall not be consid¬ 
ered as a disease dangerous to adult 
honeybees for the purposes of the regu¬ 
lations in this part. 

§ 322.5 Person. 

Individual, partnership, corporation, 
association, or any other business unit. 

§ 322.6 United States. 

The States, the District of Columbia, 
Guam, Puerto Rico and the Virgin Is¬ 
lands of the United States. 

§ 322.7 Prohibition on importation. 

Except as provided in this part, the 
importation into the United States of 
adult honeybees is prohibited and all 
adult honeybees offered for entry shall 
be destroyed if not immediately exported. 

§ 322.8 Conditions of entry. 

(a) Except as provided in this section, 
no person shall offer adult honeybees for 
entry into the United States unless he 
has been issued a permit for the impor¬ 
tation of such honeybees in accordance 
with the provisions of this part. 

(b) The Administrator, having deter¬ 
mined that no disease dangerous to adult 
honeybees exists in Canada and that 
adequate precautions have been taken to 
prevent the importation of adult honey¬ 
bees into Canada from countries where 
such'dangerous diseases are known to 
exist, hereby authorizes the unrestricted 
importation of adult honeybees from 
Canade by any person. 

(c) Importation of adult honeybees 
from any country other than Canada 
shall be conditioned upon a determina¬ 
tion by the Administrator that no disease 
dangerous to adult honeybees exists in 
the country in question and that ade¬ 
quate precautions have been taken by 
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such country to prevent the importation 
or entry of adult honeybees from coun¬ 
tries where such dangerous diseases 
exist. The determination of the Admin¬ 
istrator shall be based upon adequate in - 
vestigation by the Agricultural Research 
Service. In arriving at a decision on an 
application for the importation into the 
United States of adult honeybees the 
Administrator may consider information 
available from all sources, including, but 
not limited to, publications, reports, rec¬ 
ords of the Department and of other 
governmental agencies. In the absence 
of substantial evidence that diseases 
dangerous to adult honeybees do not 
exist in the country in question or that 
adequate precautions have been taken by 
the country in question to prevent the 
importation or entry of adult honeybees 
from countries where such dangerous 
diseases exist, he shall deny the applica¬ 
tion. In the event he finds that under 
the conditions existing in areas sur¬ 
rounding the country in question ade¬ 
quate precautions cannot be taken by 
such country to prevent the entry of 
adult honeybees from countries where 
diseases dangerous to adult honeybees 
exist, he shall deny the application. 

(d) The Agricultural Research Serv¬ 
ice, United States Department of Agri¬ 
culture, may import into the United 
States from any country adult honeybees 
for experimental or scientific purposes. 

§ 322.9 Application for entry. 

(a) A written application for permis¬ 
sion to import adult honeybees into the 
United States from countries other than 
Canada may be submitted by any person 
to the Administrator. The application 
shall set forth the name and address of 
the applicant; the species of honeybees 
and number desired to be imported; the 
country of origin and the country from 
which such honeybees are to be imported; 
the name and address of the person from 
whom such honeybees are to be obtained; 
the purpose for which such honeybees 
will be used; the name and address of the 
person who will receive the honeybees 
and the place of their utilization. The 
Administrator may request any addi¬ 
tional information that he deems neces¬ 
sary for a determination on the appli¬ 
cation. 

(b) In the event the Administrator 
determines that the granting of the ap¬ 
plication to import adult honeybees is 
in accordance with the requirements of 
this part and the provisions of the Act, 
he shall issue to the applicant a permit 
for the importation of the honeybees in 
question. The Administrator may im¬ 
pose such terms and conditions upon 
granting any application as he finds nec¬ 
essary to effectuate the purposes of the 
Act. 

' (c) In the event the Administrator 
determines the application should be 
denied, he shall inform the applicant of 
the reason for such denial. 

§ 322.10 Applicability of State laws. 

Nothing in the regulations in this part 
shall interfere with the regulations of 
any State pertaining to the control of 
the diseases of bees, either in the adult 
stage or of the brood, and a removal 
of the restrictions of this Act as applied 
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to any country shall not be construed 
as granting permission for importations 
prohibited by laws of the State into 
which shipment is contemplated. 

All persons who desire to submit writ¬ 
ten data, views, or arguments in connec¬ 
tion with the proposed revision should 
file the same with the Director of the 
Plant Quarantine Division, Agricultural 
Research Service, United States Depart¬ 
ment of Agriculture, Washington 25, 
D.C., within 30 days after the date of 
publication of this notice in the Federal 
Register. 

Done at Washington, D.C., this 17th 
day of December 1962. 

[seal] Orville L. Freeman, 

Secretary of Agriculture. 

Henry H. Fowler, 
Acting Secretary of the Treasury. 

I P R. Doc. 62-12565; Filed, Dec. 19, 1962; 

8:48 a.m.l 


Agricultural Stabilization and 
Conservation Service 

[ 7 CFR Parts 1003, 1016 1 

[Docket No. AO-293-A6, AO-312-A3] 

MILK IN WASHINGTON, D.C., AND 
AND UPPER CHESAPEAKE BAY 
MARKETING AREAS 

Decision on Proposed Amendments 
to Tentative Marketing Agreements 
and to Orders 

Pursuant to the provisions of the Agri¬ 
cultural Marketing Agreement Act of 
1937, as amended (7 U.S.C. 601 et seq.), 
and the applicable rules of practice and 
procedure governing the formulation of 
marketing agreements and marketing 
orders (7 CFR Part 900), a public hear¬ 
ing was held at Baltimore, Maryland, on 
June 11-12, 1962, and continued at 
Arlington, Virginia, on June 13, 1962, 
pursuant to notice thereof issued on May 
29, 1962 (27 F.R. 5195). 

Upon the basis of the evidence intro¬ 
duced at the hearing and the record 
thereof, the Assistant Secretary of Agri¬ 
culture, on September 7, 1962 (27 F.R. 
9066; F.R. Doc. 62-9123) filed with the 
Hearing Clerk, United States Depart¬ 
ment of Agriculture, his recommended 
decision containing notice of the oppor¬ 
tunity to file written exceptions thereto. 

The material issues, findings and con¬ 
clusions, rulings, and general findings of 
the recommended decision (27 F.R. 9066; 
F.R. Doc. 62-9123) are hereby approved 
and adopted and are set forth in full 
herein subject to the following modifica¬ 
tions : 

1. Under Preliminary statement, the 
last sentence of the paragraph immedi¬ 
ately following the list of issues is 
changed. 

2. Under item 5 Diversion , the first 
paragraph and the first sentence of the 
third paragraph are changed. 

3. Under item 12 Class I price , the 
twelfth, thirteenth, fourteenth, and 
seventeenth paragraphs are revised and 


following the last paragraph, tw r o new 
paragraphs are added. 

The material issues on the record of 
the hearing relate to: 

A. Issues with respect to the Wash¬ 
ington, D.C., order: 

1. Definition of producer with respect 
to delivery of milk to a plant regulated 
under another order. 

2 . Qualification of a cooperative asso¬ 
ciation as a handler on bulk tank milk 
delivered from the farm to other 
handlers for the cooperative’s account. 

3. Shrinkage allowances. 

4. Modification of base and excess 
milk provisions. 

B. Issues with respect to the Upper 
Chesapeake Bay order: 

5. Diversion of producer milk to non¬ 
pool plants. 

6 . Classification of: 

(a) Fortified milk products; (b) milk 
dumped; and (c) milk lost in transit. 

7. Shrinkage allowances. 

8 . Modification of base and excess milk 
provisions. 

9. Type of pool. 

C. Issues with respect to both the 
Washington, D.C., and the Upper 
Chesapeake Bay orders: 

10 . Classification of fluid cream dis¬ 
position. 

11 . Application of allocation provi¬ 
sions to milk received from another Fed¬ 
eral order market. 

12. Class I prices. 

13. Miscellaneous and conforming 
changes. 

A proposal with respect to pool plant 
qualifications under the W T ashington, 

D.C., order was not supported at the 
hearing. This decision deals with Issue 
No. 5 with respect to diversion under the 
Upper Chesapeake Bay order and Issue 
No. 12 with respect to Class I prices 
under both orders. 

Findings and conclusions. The follow¬ 
ing findings and conclusions on the 
material issues are based on evidence 
presented at the hearing and the record 
thereof: 

5. Diversion. The diversion provi¬ 
sions of the producer definition in the 
Upper Chesapeake Bay order should be 
modified to allow more diversion on a 
percentage basis during the months of 
October, November, January and 
February. 

The term “diversion” is used to mean 
the movement of a producer’s milk from 
the farm directly to a nonpool plant 
while the farmer nevertheless maintains 
his producer status. Such diversion is an 
ordinary part of the handling of milk 
supplies for fluid milk marketing areas. 
Assurance of an adequate, reliable sup¬ 
ply for the market contemplates some 
reserve in excess of handlers’ immediate 
fluid requirements to meet variations in 
Class I sales as well as seasonal varia¬ 
tion of production. Diversion of reserve 
milk to nonpool manufacturing plants 
is more economical than first assembling 
the milk at a pool plant for subsequent 
transfer to a manufacturing plant. The 
advantage of such movement has been 
enhanced by bulk tank truck pickup at 
farms, which is the predominant method 
used in this market. 

Under present Upper Chesapeake Bay 
order provisions, a producer’s milk may 


be diverted to a nonpool plant on any day 
in the months of March through Sep¬ 
tember, but diversion in other months 
is limited. During any month of the 
period October through February a pro¬ 
ducer’s milk may be diverted on 10 days 
(5 days in the case of every-other-day 
delivery). As an alternative, it is pro¬ 
vided that the total milk of a coopera¬ 
tive’s membership may be 10 percent 
diverted during any of the months of 
October, November, January and Feb¬ 
ruary, and 15 percent in December. 
The same percentages apply to milk of 
producers received by handlers who are 
not cooperative associations. While the 
percentage diversion allowance is a 
lesser proportion of the total producer 
milk during a month than may be di¬ 
verted on the basis of 10 days per month, 
it nevertheless provides desirable flex¬ 
ibility and economy in the handling of 
reserve milk. 

Proponent for the change in the diver¬ 
sion provisions is a cooperative associa¬ 
tion which has assumed responsibility for 
disposing of a very large part of the 
reserve milk in the market. Most of this 
reserve milk is moved to two manu¬ 
facturing plants, one of which is a pool 
plant at Westminster, Maryland, and the 
other, a nonpool plant at Laurel, Mary¬ 
land. These plants represent the prin¬ 
cipal outlets readily available with 
capacity to handle the reserve milk. 

The proponent complained that the 
present diversion provisions tend to re¬ 
strict the choice of manufacturing out¬ 
lets during the months of October 
through February. The present limita¬ 
tions have impelled the cooperative to 
move substantially more milk to the 
pool manufacturing plant than is per¬ 
mitted to be diverted to the nonpool 
plant under the 10 percent diversion 
allowance. 

Greater flexibility in the disposition of 
reserve milk is desirable. The coopera¬ 
tive association should not be so largely 
dependent upon pool status of the manu¬ 
facturing plant. It is concluded the per¬ 
centage allowance for diverted milk 
should be 15 percent in each of the 
months of October through February. 

Diversion on a percentage basis may be 
made under the present order provisions 
by a cooperative for its members, and by 
a proprietary handler with respect to 
milk of either cooperative members or 
nonmembers. To avoid possible con¬ 
fusion as to diversions by cooperatives 
and other handlers of cooperative mem¬ 
ber milk, it should be provided under 
the percentage diversion provision that 
member milk will be diverted only for the 
account of the association. All nonmem¬ 
ber milk which is diverted would be, of 
course, for the account of the operator 
of the pool plant from which it is di¬ 
verted. The percentage allowance for 
nonmember milk should be stated sepa¬ 
rately. 

It would be incumbent upon a han¬ 
dler receiving member milk to ascertain, 
prior to diverting any of such milk, the 
basis on which the cooperative is ac¬ 
counting for milk it is diverting to non¬ 
pool plants during the month. If the 
cooperative association is using the per¬ 
centage basis for diversion, no other han¬ 
dler could account for milk of its mem- 
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bers under any diversion provision. It 
is possible, however, under the provi¬ 
sions adopted herein that the physical 
arrangements for diversion of member 
milk might be made by a handler other 
than the cooperative association under 
agreement with the association that such 
diversion will be reported by the asso¬ 
ciation as diversion for its account. The 
diversion provision should be modified to 
clearly exclude delivery of milk to a 
plant where it is priced as producer milk 
under another order or to the plant of a 
producer-handler. 

12. Class I price. The Class I price 
provisions of the Washington, D.C., and 
Upper Chesapeake Bay orders should be 
revised to reflect current marketing con¬ 
ditions. 

Since the establishment of the order 
in the Washington, D.C., market, effec¬ 
tive July 1,1959, the Class I price for milk 
testing 3.5 percent butterfat has been 
$5.55 for the months of July through 
February and $5.10 in other months. A 
price adjustment formula based on the 
average of Class I prices under the New 
York-New Jersey, Philadelphia, and Chi¬ 
cago Federal orders is also provided in 
the Washington order. The price ad¬ 
justment depends on the change in the 
three-market average from the price in 
the same month of 1958. The Upper 
Chesapeake Bay order, made effective 
February 1,1960, contains the same pric¬ 
ing provisions. 

Class I prices in both markets were 
adjusted downward 20 cents per hun¬ 
dredweight, effective July 1, 1962, on the 
basis of the formula using the three- 
market average. 1 This is the only such 
adjustment the formula has produced. 

The Washington, D.C., and Upper 
Chesapeake Bay markets are closely re¬ 
lated and similar considerations affect¬ 
ing the pricing of milk prevail. Al¬ 
though each marketing area is supplied 
very largely by plants regulated under 
the respective order, handlers under the 
two orders compete for sales of milk 
and cream in fringe areas and partic¬ 
ularly with respect to military contracts. 
Both markets obtain their milk supply 
largely from producing areas in the 
States of Maryland, Virginia and Penn¬ 
sylvania. Producer receipts under both 
orders from the counties within these 
states show substantial overlapping of 
production areas. A large part of the 
reserve milk of both markets is handled 
in a single plant. Over the period dur¬ 
ing which the orders have been effective, 
the identity of Class I prices in the two 
markets has been well accepted by pro¬ 
ducers and handlers as a proper inter¬ 
market relationship. 

For each of the markets, the supply of 
producer milk has increased during the 
period of order regulation. On an an¬ 
nual basis, the supply of milk on the 
Washington market increased 8.2 per¬ 
cent from 1960 to 1961. For the first 
six months of 1962, production for the 
market was 3.3 percent higher than a 
year earlier. In the Upper Chesapeake 
Bay market, producer milk supply was 


1 Official notice is taken of market data 
published by the market administrators for 
Washington, D.C., and Upper Chesapeake 
Bay orders. 


7.3 percent higher in the 12-month 
period February 1961 through January 
1962 than in the preceding 12-month 
period. In the first six months of 1962, 
it was 10.1 percent higher than a year 
before. Part of this increase, however, 
was due to the advent of new plants 
under regulation. 

During the same periods, the ratio of 
producer milk to Class I disposition of 
handlers has also increased. For the 
Washington market, producer milk was 
145.2 percent of handlers’ Class I dis¬ 
position in 1960, and 155.4 in 1961. 
Data are available for the first six 
months of 1962 on the basis of official 
notice of statistics published by the 
market administrators for these markets 
for June. For the first six months of 
each of the years 1960, 1961, and 1962, 
the ratio of producer milk in the Wash¬ 
ington market to Class I disposition of 
handlers was 145.7 percent, 157.9 per¬ 
cent, and 157.4 percent, respectively. 

During the lesser period in which the 
Upper Chesapeake Bay order has been 
effective, the ratio of producer milk to 
Class I disposition in the first twelve 
months (February 1960 through January 
1961) was 133.4 percent, and was 138.0 
percent in the like period of 1961-1962. 
For the first six months of 1961 the 
ratio was 136.8 percent, and for the same 
period of 1962 was 139.3 percent. 

Combined data for both markets show 
a ratio of producer milk to Class I sales 
of 140.4 percent for the first twelve 
months both orders were in operation 
(February 1960 through January 1961). 
For the most recent twelve-month 
period, ending with June 1962 the ratio 
was 148.0 percent. 

In view of the increased amplitude of 
supply in relation to Class I sales, it is 
concluded that the price adjustment 
produced by the formula is in line with 
changes in market conditions since the 
establishment of order regulation in the 
two markets. 

Producers in both markets contended 
that the Class I price should be higher 
than the level herein adopted, and based 
their argument on the calculated cost 
during 1961 of Chicago order milk if 
delivered to Washington. In the deci¬ 
sion of May 1, 1959, a similar calculation, 
based on 1958 data, produced a figure of 
$5,375 per hundredweight for the cost of 
Chicago order milk delivered to Wash¬ 
ington. The comparable figure based on 
1961 data would be $5,615. Both com¬ 
putations exclude the effect of the Chi¬ 
cago order supply-demand. In that 
decision, such calculation was used upon 
the premise that the Class I price “. . . 
cannot be established at a level which 
would exceed the cost of securing de¬ 
pendable alternative supplies.” The Chi- 
cago-Washington relationship was thus 
used to establish an upper limit, or ceil¬ 
ing. While the same calculation, based 
on more recent data, might be similarly 
relevant as to an upper limit for the 
Washington or Upper Chesapeake Bay 
price, it does not at the same time estab¬ 
lish a lower limit. The relevant infor¬ 
mation pertaining to local market con¬ 
ditions shows that the market is assured 
of an adequate supply at a price level 
lower than the price calculation based 
upon the Chicago price. 


For the preceding reasons, the level 
of price established for July 1962 ($5.35) 
is taken as the basic price for months of 
July through February, and the cor¬ 
responding seasonal level of $4.90 is tak¬ 
en as the basic price for the months of 
March through June. This would pro¬ 
vide an annual average of $5.20. It is 
concluded that such basic prices should 
apply in both markets because of their 
close relationship and the similarity of 
conditions affecting the production and 
marketing of milk. 

A pricing formula intended as a regu¬ 
lar method for establishing prices should 
be based primarily on local conditions. 
Immediate application of a pricing 
formula based on data of production 
and Class I disposition in the markets, 
however, is prevented by the noncompli¬ 
ance of some handlers in the Upper 
Chesapeake Bay market and a conse¬ 
quent distortion of production and Class 
I sales data. While a temporary pricing 
formula is provided herein for an interim 
period (described elsewhere in these find¬ 
ings), it is desirable that a more per¬ 
manent pricing formula be established 
to take effect when suitable data are 
available. 

The present price formula in the two 
orders providing for automatic price ad¬ 
justment ba&ed on the average of prices 
in three other markets was intended only 
as a temporary method for adjusting 
prices in line with changing conditions. 
In view of the considerable changes in 
the supply-sales relationship in the two 
markets since these orders were issued, 
the pricing provisions should give signif¬ 
icance to local factors. A price adjust¬ 
ment factor based on the ratio of pro¬ 
ducer milk supply to Class I milk dis¬ 
position would serve this purpose. In 
view of the desirability of maintaining 
the same Class I price in both markets, 
the price adjustment should be based on 
data for both markets. 

The adjustment mechanism adopted 
herein is intended to reflect changing 
market conditions while at the same time 
assuring considerable stability in Class 
I pricing. The percentage relationship 
of producer milk to Class I disposition 
of pooled handlers in the most recent 
two-month period for which data are 
available should be the primary basis 
of the adjustment. Thus, a January 
Class I price adjustment would be based 
on producer milk supplies and Class I 
dispositions in the months of October 
and November preceding. Deviation of 
such current utilization percentages from 
a corresponding standard (base) per¬ 
centage would provide the measure of 
the amount of price adjustment to be 
made. The order provisions herein 
adopted provide a table of standard 
utilization percentages which recognize 
seasonal changes in utilization of the 
two markets. 

It is not to be expected, however, that 
the ratio of producer milk to Class I milk 
disposition will follow a precise seasonal 
pattern each year. For this reason, the 
standard utilization percentages include 
a range within which utilization may 
vary without producing price adjust¬ 
ment. Deviations of the current two- 
month utilization percentage above the 
maximum or below the minimum range 
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of these standards would be the basis for 
minus or plus adjustments, respectively, 
at the rate of 2 cents for each whole per¬ 
centage of deviation. Two additional 
features limiting the adjustments will 
tend to assure that the adjustments will 
reflect substantial trends in utilization in 
the two markets. First, changes in the 
amount of the adjustment would be lim¬ 
ited to 4 cents per month. Second, the 
amount of the adjustment would be lim¬ 
ited in relation to the most recent 12- 
month average utilization percentage. 

The 12-month utilization percentage 
(producer milk as a percent of Class I 
disposition) for the two markets in¬ 
creased from 140.4 percent in the period 
February 1960 through January 1961 to 
148.0 percent in the most recent period 
of July 1961 through June 1962. Dur¬ 
ing most of this period, the percentage 
shows a steady upward trend of supply 
in relation to Class I milk disposition, 
reaching a maximum of 149.2 percent in 
the 12 months ending with April 1962. 

The six most recent 12-month utiliza¬ 
tion percentages (for periods ending with 
the months of January through June 
1962) average approximately 148.5 per¬ 
cent. This is taken as a base utiliza¬ 
tion percentage from which future 
changes would be reckoned. The rela¬ 
tionship of any current 12-month utili¬ 
zation percentage (that ending with the 
second month preceding the pricing 
month) to 148.5 percent would be used to 
establish a range within which the cur¬ 
rent two-month utilization percentage 
could affect the price. The applicable 
order language has been changed from 
the recommended decision only for the 
purpose of simplifying the computations. 

If the supply-demand adjustment de¬ 
scribed herein had been in effect during 
1961 and the first eight months of 1962, 
monthly price adjustments ranging from 
minus 4 cents to plus 6 cents would have 
occurred. The average for the period, 
including months in which no adjust¬ 
ment would have occurred, would have 
been a plus 0.5 cents. 

A reasonable alignment of the price 
level in these markets with nearby other 
major markets in the East is desirable. 
With respect to the relationship to the 
Philadelphia and New York markets, the 
Secretary’s decision of May 1, 1959, on 
the promulgation of the Washington, 
D.C., order (24 F.R. 3630) cites the find¬ 
ings of a committee of economists, who 
had studied the pricing problem, ***** 
that the Washington market production 
area overlaps that of Philadelphia and to 
a degree that of New York and hence 
bulk milk supplies regulated by these 
orders are, in many instances, within 
easy trucking distance of Washington. 
They 2 concluded, therefore, that not¬ 
withstanding the need for general price 
alignment with Chicago, for reasons pre¬ 
viously stated, it is essential that a close 
alignment also be maintained between 
Class I prices in the Washington, Phila¬ 
delphia and New York markets.” In 
that decision, it was concluded that, 
“* * * this mechanism will produce ap- 


3 The committee. 
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propriate changes in the Washington 
Class I price which reflect changes on 
the national market for milk and cost 
factors affecting the supply and demand 
for milk and will maintain a reasonable 
alignment of price between markets dur¬ 
ing the interim period of operation of 
the order.” 

Although the prior and direct monthly 
relationship to the Chicago order price 
should be discontinued, price alignment 
for the Washington, D.C., and Upper 
Chesapeake Bay markets with the Phila¬ 
delphia and New York-New Jersey 
markets is needed. The contiguity of 
production areas, which in some parts 
overlap, and the accessibility of milk 
supplies from such other markets indi¬ 
cate the need for reasonable price re¬ 
lationship. 

For the purpose of making price com¬ 
parisons, monthly prices in the several 
markets have been adjusted to the cor¬ 
responding annual level by eliminating 
the seasonal adjustment, and the price 
for the Philadelphia market has been 
converted to a 3.5 percent butterfat basis. 
In the Philadelphia order, this is the 
“annual level” referred to in § 1004.50 
(a) (3). adjusted for supply-demand and 
the relationship to the Midwestern con- 
densery price. In the case of the New 
York-New Jersey prices, the announced 
Class I-A price for the 201-210 mile zone 
was divided by the seasonal adjustment 
factor. From this comparison of the 
Washington, D.C., Class I price with the 
average of the Philadelphia and New 
York-New Jersey prices, it is seen that 
the Washington price has been lower in 
33 months of the 36-month period end¬ 
ing with June 1962. The average differ¬ 
ence was 9 cents. During the first 6 
months of 1962, the Washington, D.C., 
price averaged 7 cents under the Phila¬ 
delphia and New York-New Jersey 
average. 

The preceding historical data are not 
considered to show precisely what rela¬ 
tionship should be maintained for the 
Washington and Upper Chesapeake Bay 
markets in comparison to the Philadel¬ 
phia and New York markets. In view of 
the availability of supplies from the 
other markets, however, it is reasonable 
under foreseeable conditions that the 
price for the Washington and Upper 
Chesapeake Bay markets should not dif¬ 
fer significantly from the past relation¬ 
ship to the average level of prices under 
the other orders. For this reason, a 15- 
cent limitation is adopted as the maxi¬ 
mum amount by which the Class I price 
in the local markets might differ from 
the average of the Philadelphia and New 
York-New Jersey prices of the same 
month, in each case converted to an 
annual equivalent basis. 

Because of uncertainty as to the out¬ 
come of recent litigation with respect 
to the Upper Chesapeake Bay order, and 
resulting distortion of data as to produc¬ 
tion and disposition in that market, it 
is not possible to apply at once the sup- 
ply-demand adjustment (official notice 
is taken of Civil Action No. 13305 and 
13147 in the United States District Court 
for the District of Maryland). A tempo¬ 
rary price formula, to apply during 1963, 


is therefore provided in each order. 
This formula would establish the Class 
I price each month so that its annual 
equivalent would be 7 cents per hun¬ 
dredweight under the average of the 
New York and Philadelphia (3.5 percent 
butterfat basis) prices also computed on 
annual equivalent basis as described in 
preceding findings. This would main¬ 
tain the same relationship as the average 
relationship which prevailed in the first 
six months of 1962. Nearly the same 
relationship prevailed in 1961 during 
which the Washington and Upper 
Chesapeake Bay prices averaged 6 cents 
under the combined average of the New 
York and Philadelphia prices. This 
temporary pricing formula will serve to 
reflect supply and demand conditions in 
the Northeastern region in a manner 
which is appropriate because of the re¬ 
lationships among these markets de¬ 
scribed in prior findings. 

Exceptions by producer groups ex¬ 
pressed concern that the price formula 
proposed in the recommended decision 
would result in a relationship of Wash¬ 
ington, D.C., and Upper Chesapeake Bay 
prices to New York-New Jersey and 
Philadelphia prices at a level lower than 
that which previously prevailed. The 
preceding findings show, however, that 
the relationship adopted herein for the 
more permanent pricing formula would 
provide approximately as favorable a 
relationship as existed when order regu¬ 
lation began in this area. Further, the 
temporary formula for 1963 would pro¬ 
vide as favorable a relation as in recent 
periods, and slightly more favorable 
than the relationship in early periods 
of regulation. 

Rulings on proposed findings and con - 
elusions . Briefs and proposed findings 
and conclusions were filed on behalf of 
certain interested parties. These briefs, 
proposed findings and conclusions and 
the evidence in the record were consid¬ 
ered in making the findings and con¬ 
clusions set forth above. To the extent 
that the suggested findings and con¬ 
clusions filed by interested parties are 
inconsistent with the findings and con¬ 
clusions set forth herein, the requests 
to make such findings or reach such con¬ 
clusions are denied for the reasons pre¬ 
viously stated in this decision. 

General findings. The findings and 
determinations hereinafter set forth are 
supplementary and in addition to the 
findings and determinations previously 
made in connection with the isssuance 
of the aforesaid orders and of the pre¬ 
viously issued amendments thereto; and 
all of said previous findings and deter¬ 
minations are hereby ratified and af¬ 
firmed, except insofar as such findings 
and determinations may be in conflict 
with the findings and determinations set 
forth herein. 

(a) The tentative marketing agree¬ 
ments and the orders, as hereby pro¬ 
posed to be amended, and all of the 
terms and conditions thereof, will tend 
to effectuate the declared policy of the 
Act; 

(b) The parity prices of milk as de¬ 
termined pursuant to section 2 of the 
Act are not reasonable in view of the 
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price of feeds, available supplies of feeds, 
and other economic conditions which 
affect market supply and demand for 
milk in the marketing areas, and the 
minimum prices specified in the proposed 
marketing agreements and the orders, 
as hereby proposed to be amended, are 
such prices as will reflect the aforesaid 
factors, insure a sufficient quantity of 
pure and wholesome milk, and be in the 
public interest; and 

(c) The tentative marketing agree¬ 
ments and the orders, as hereby pro¬ 
posed to be amended, will regulate the 
handling of milk in the same manner as, 
and will be applicable only to persons in 
the respective classes of industrial and 
commercial activity specified in, a mar¬ 
keting agreement upon which a hearing 
has been held. 

Rulings on exceptions. In arriving at 
the findings and conclusions, and the 
regulatory provisions of this decision, 
each of the exceptions received was care¬ 
fully and fully considered in conjunction 
with the record evidence pertaining 
thereto. To the extent that the findings 
and conclusions, and the regulatory pro¬ 
visions of this decision are at variance 
with any of the exceptions, such excep¬ 
tions are hereby overruled for the rea¬ 
sons previously stated in this decision. 

Marketing agreements and orders. 
Annexed hereto and made a part hereof 
are four documents entitled respectively, 
“Marketing Agreement Regulating the 
Handling of Milk in the Washington, 
D.C., Marketing Area”, and “Order 
Amending the Order Regulating the 
Handling of Milk in the Washington, 
D.C., Marketing Area”, “Marketing 
Agreement Regulating the Handling of 
Milk in the Upper Chesapeake Bay Mar¬ 
keting Area”, and “Order Amending the 
Order Regulating the Handling of Milk 
in the Upper Chesapeake Bay Marketing 
Area”, which have been decided upon as 
the detailed and appropriate means of 
effectuating the foregoing conclusions. 

It is hereby ordered, That all of this 
decision, except the attached marketing 
agreements be published in the Federal 
Register. The regulatory provisions of 
said marketing agreements are identical 
with those contained in the orders as 
hereby proposed to be amended by the 
attached orders which will be published 
with this decision. 

Determination of representative pe¬ 
riod. The month of July 1962 is hereby 
determined to be the representative 
period for the purpose of ascertaining 
whether the issuance of the attached 
orders amending the orders regulating 
the handling of milk in the Washington, 
D.C., and Upper Chesapeake Bay mar¬ 
keting areas, is approved or favored by 
producers, as defined under the terms 
of the orders as hereby proposed to be 
amended, and who, during such repre¬ 
sentative period, were engaged in the 
production of milk for sale within the 
aforesaid marketing area. 

Signed at Washington, D.C., on De¬ 
cember 17, 1962. 

Orville L. Freeman, 

Secretary. 
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Order 1 Amending the Order Regulating 

the Handling of Milk in the Washing¬ 
ton, D.C., Marketing Area. 

§ 1003.0 Findings and determinations. 

The findings and determinations here¬ 
inafter set forth are supplementary and 
in addition to the findings and deter¬ 
minations previously made in connection 
with the issuance of the aforesaid order 
and of the previously issued amendments 
thereto; and all of said previous findings 
and determinations are hereby ratified 
and affirmed except insofar as such 
findings and determinations may be in 
conflict with the findings and determina¬ 
tions set forth herein. 

(a) Findings upon the basis of the 
hearing record. Pursuant to the provi¬ 
sions of the Agricultural Marketing 
Agreement Act of 1937, as amended (7 
U.S.C. 601 et seq.), and the applicable 
rules of practice and procedure governing 
the formulation of marketing agree¬ 
ments and marketing orders (7 CFR 
Part 900), a public hearing was held 
upon certain proposed amendments to 
the tentative marketing agreement and 
to the order regulating the handling of 
milk in the Washington, D.C., marketing 
area. Upon the basis of the evidence in¬ 
troduced at such hearing and the record 
thereof, it is found that: 

(1) The said order as hereby amended, 
and all of the terms and conditions 
thereof, will tend to effectuate the de¬ 
clared policy of the Act; 

(2) The parity prices of milk, as de¬ 
termined pursuant to section 2 of the 
Act, are not reasonable in view of the 
price of feeds, available supplies of feeds, 
and other economic conditions which af¬ 
fect market supply and demand for milk 
in the said marketing area, and the min¬ 
imum prices specified in the order as 
hereby amended, are such prices as will 
reflect the aforesaid factors, insure a 
sufficient quantity of pure and whole¬ 
some milk, and be in the public interest; 

(3) The said order as hereby amended, 
regulates the handling of milk in the 
same manner as, and is applicable only 
to persons in the respective classes of in¬ 
dustrial or commercial activity specified 
in, a marketing agreement upon which a 
hearing has been held. 

Order relative to handling. It is 
therefore ordered, that on and after the 
effective date hereof, the handling of 
milk in the Washington, D.C., market¬ 
ing area shall be in conformity to and in 
compliance with the terms and condi¬ 
tions of the aforesaid order, as amended, 
and as hereby further amended, as 
follows; 

The provisions of the proposed mar¬ 
keting agreement and order amend¬ 
ing the order contained in the recom¬ 
mended decision issued by the Assistant 
Secretary of Agriculture, on September 
7, 1962, and published in the Federal 
Register on September 12, 1962 (27 F.R. 


1 This order shall not become effective un¬ 
less and until the requirements of § 900.14 
of the rules of practice and procedure govern¬ 
ing proceedings to formulate marketing 
agreements and marketing orders have been 
met. 
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9066; F.R. Doc. 62-9123), shall be and 
are the terms and provisions of this 
order, and are set forth in full herein 
subject to the following revision: In 
§ 1003.50, paragraph (a) is changed. 

1. The introductory text and para¬ 
graph (a) in § 1003.50 is revised to read 
as follows: 

§ 1003.50 Class prices. 

Subject to the provisions of §§ 1003.51 
and 1003.52 the minimum class prices 
per hundredweight of milk for the month 
shall be as follows: 

(a) Class I price. The price for Class I 
milk shall be $5.35 per hundredweight for 
the months of July through February and 
$4.90 per hundredweight for the months 
of March through June subject to any 
supply-demand adjustment computed 
pursuant to subparagraph (1) of this 
paragraph: Provided, That the Class I 
price shall not differ by more than 15 
cents from the average price determined 
pursuant to subparagraph (2) of this 
paragraph: And provided further. That 
the Class I price during the period be¬ 
ginning with the effective date of this 
amendment through December 1963, 
shall be the average price determined 
pursuant to subparagraph (2) of this 
paragraph minus 7 cents: 

(1) Calculate a supply-demand ad¬ 
justment pursuant to subdivisions (i) 
through (iii) of this subparagraph: 

(i) Calculate the utilization percent¬ 
ages for the two-month period and the 
12 -month period each ending with the 
second preceding month, by dividing the 
total quantity of producer milk pooled 
under the Washington, D.C., and Upper 
Chesapeake Bay Federal milk orders dur¬ 
ing each period by the total quantity of 
pooled Class I milk (excluding any dupli¬ 
cation because of disposition between 
plants) under both orders during the 
same period, respectively, and in each 
case multiply by 100. The two-month 
utilization percentage so computed 
(rounded to the nearest whole percent) 
shall be the “current utilization percent¬ 
age” unless it is outside the range cal¬ 
culated pursuant to subdivision (ii) of 
this subparagraph, in which case the end 
of the range closest to che two-month 
utilization percentage shall be the “cur¬ 
rent utilization percentage”. 

(ii) Compute two percentages by add¬ 
ing 5 to, and by subtracting 5 from, the 
twelve-month utilization percentage 
computed pursuant to subdivision (i) of 
this subparagraph, and compute the de¬ 
viations (rounded to the nearest whole 
percent) above or below 148.5 percent 
of the two resulting percentages. Add 
any such deviations above 148.5 percent 
to a percentage equal to the applicable 
monthly maximum standard utilization 
percentage in the table in subdivision 

(iii) of this subparagraph, and subtract 
any deviations below 148.5 percent from 
a percentage equal to the applicable 
monthly minimum standard utilization 
percentage in such table. The resulting 
percentages constitute the range referred 
to in subdivision (i) of this subpara¬ 
graph. 

(iii) Add to the monthly price a sup¬ 
ply-demand adjustment of 2 cents for 
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each whole percent that the current 
utilization percentage is less than the 
applicable monthly minimum standard 
utilization percentage in the table in this 
subdivision, or subtract a supply-demand 
adjustment of 2 cents for each whole per¬ 
cent that the current utilization per¬ 
centage is more than the applicable 
monthly maximum standard utilization 
percentage in the table: Provided , That 
the supply-demand adjustment for any 
month shall not differ from the supply- 
demand adjustment of the preceding 
month by more than 4 cents: 


Month for 
which price 
applies 

Month for which utiliza¬ 
tion is computed 

Standard 

utilization 

percentage 

Min¬ 

imum 

Max¬ 

imum 

January. 

October-N o vember 

133 

137 

February. 

November-December... 

133 

137 

March_ 

December-J an uar v 

138 

142 

April_ 

J anuary-Fcbruary 

140 

144 

May.. 

February-March.. 

140 

144 

June__ 

March-April. . 

143 

147 

July... 

April-May. 

156 

160 

August. 

May-June.. 

160 

164 

September. 

June-July. 

159 

163 

October. 

July-August. 

160 

164 

November_ 

August-September. 

152 

156 

December. 

September-October_ 

138 

142 


(2) To the average of prices computed 
pursuant to subdivisions (i) and (ii) of 
this subparagraph add 15 cents in any 
of the months of July through February 
or subtract 30 cents from such average in 
any of the months of March through 
June: 

(i) Compute the annual equivalent of 
the Class I price for the same month 
under Order No. 4 for the Philadelphia 
marketing area for milk testing 3.5 per¬ 
cent butterfat (based on the preceding 
month’s butterfat differential) adjusted 
by adding 40 cents in the months of 
April, May and June and subtracting 
40 cents in the months of October, No¬ 
vember and December and no adjust¬ 
ment in other months. 

(ii) Compute the annual equivalent of 
the Class I-A price for the same month 
(prior to seasonal adjustment) under 
Order No. 2 for the New York-New Jer¬ 
sey marketing area. 

Order 1 Amending the Order Regulating 
the Handling of Milk in the Upper 
Chesapeake Bay Marketing Area 

§ 1016.0 Findings and determinations. 

The findings and determinations here¬ 
inafter set forth are supplementary and 
in addition to the findings and deter¬ 
minations previously made in connection 
with the issuance of the aforesaid order 
and of the previously issued amendments 
thereto; and all of said previous findings 
and determinations are hereby ratified 
and affirmed, except insofar as such 
findings and determinations may be in 
conflict with the findings and determi¬ 
nations set forth herein. 

(a) Findings upon the basis of the 
hearing record . Pursuant to the provi¬ 


1 This order shall not become effective un¬ 
less and until the requirements of § 900.14 
of the rules of practice and procedure gov¬ 
erning proceedings to formulate the market¬ 
ing agreements and marketing orders have 
been met. 
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sions of the Agricultural Marketing 
Agreement Act of 1937, as amended (7 
U.S.C. 601 et seq.), and the applicable 
rules of practice and procedure governing 
the formulation of marketing agree¬ 
ments and marketing orders (7 CFR 
Part 900), a public hearing was held 
upon certain proposed amendments to 
the tentative marketing agreement and 
to the order regulating the handling of 
milk in the Upper Chesapeake Bay 
Marketing Area. Upon the basis of the 
evidence introduced at such hearing and 
the record thereof, it is found that: 

(1) The said order as hereby amended, 
and all of the terms and conditions 
thereof, will tend to effectuate the de¬ 
clared policy of the Act; 

(2) The parity prices of milk, as de¬ 
termined pursuant to section 2 of the 
Act, are not reasonable in view of the 
price of feeds, available supplies of feeds, 
and other economic conditions which 
affect market supply and demand for 
milk in the said marketing area, and 
the minimum prices specified in the or¬ 
der as hereby amended, are such prices 
as will reflect the aforesaid factors, in¬ 
sure a sufficient quantity of pure and 
wholesome milk, and be in the public 
interest; 

(3) The said order as hereby amended, 
regulates the handling of milk in the 
same manner as, and is applicable only 
to persons in the respective classes of 
industrial or commercial activity speci¬ 
fied in, a marketing agreement upon 
which a hearing has been held. 

Order relative to handling . It is there¬ 
fore ordered, that on and after the effec¬ 
tive date hereof, the handling of milk 
in the Upper Chesapeake Bay market¬ 
ing area shall be in conformity to and 
in compliance with the terms and condi¬ 
tions of the aforesaid order, as amended, 
and as hereby further amended, as 
follows: 

The provisions of the proposed mar¬ 
keting agreement and order amending 
the order contained in the recommended 
decision issued by the Assistant Secre¬ 
tary of Agriculture, on September 7, 
1962, and published in the Federal Reg¬ 
ister on September 12, 1962 (27 F.R. 
9066; F.R. Doc. 62-9123), shall be and 
are the terms and provisions of this 
order, and are set forth in full herein 
subject to the following revisions: 
Amendment Numbers 2 and 3 are 
changed to 1 and 2, respectively, and 
under Amendment 2, paragraph (a) of 
§ 1016.50 is changed. 

1. In section 1016.2, paragraph (e) is 
revised to read as follows: 

§ 1016.2 Definitions of persons. 
***** 

(e) “Producer” means any dairy 
farmer (except a producer-handler or a 
dairy farmer for other markets) with 
respect to milk of his production which 
is received at a pool plant or by a co¬ 
operative association in its capacity as a 
handler pursuant to § 1016.2(g) (4), or 
which is diverted to a nonpool plant 
(except a plant of a producer-handler or 
a plant where such milk would be priced 
as producer milk subject to the provi¬ 
sions of another order issued pursuant 
to the Act) during any month(s) of 


March through September, or which is 
diverted during any month (s) of Octo¬ 
ber through February to such a nonpool 
plant in accordance with the provisions 
of subparagraphs (1), (2), or (3) of this 
paragraph: Provided, That the milk so 
diverted shall be deemed to have been 
received at the pool plant from which 
diverted: And provided further , That a 
handler shall notify a cooperative as¬ 
sociation prior to diverting milk of such 
cooperative’s members during the 
month: And provided also , That if diver¬ 
sions by a cooperative association or 
other handler exceed the limits described 
in subparagraphs (1) or (2), respec¬ 
tively, of this paragraph, all diversions 
by such handler shall be subject to the 
limit of the number of days of diversion 
pursuant to subparagraph (3) of this 
paragraph: 

(1) Diverted as the milk of a member 
of a cooperative association for the ac¬ 
count of such association, if member 
milk so diverted does not exceed 15 per¬ 
cent of the total of such diverted milk 
and other milk of members of such co¬ 
operative association received at pool 
plants during the month; 

(2) Diverted as the milk of a dairy 
farmer not a member of a cooperative 
association for the account of a handler 
not a cooperative association in his ca¬ 
pacity as the operator of a pool plant 
from which the quantity of nonmember 
milk so diverted does not exceed 15 per¬ 
cent of the total of such diverted milk 
and other nonmember milk which is re¬ 
ceived at the pool plant during the 
month; or 

(3) Diverted not more than 10 days 
(5 days in the case of every-other-day 
delivery) during the month, except that 
the definition of producer pursuant to 
this subparagraph shall not include any 
dairy farmer with respect to the milk 
of such farmer which is, during any 
month of the October through Febru¬ 
ary period, delivered to nonpool plants 
on days in excess of the number of days 
specified in this subparagraph. 

2 . The introductory text and para¬ 
graph (a) in § 1016.50 is revised to read 
as follows: 

§ 1016.50 Class prices. 

Subject to the provisions of §§ 1016.51 
and 1016.52 the minimum class prices per 
hundredweight of milk for the month 
shall be as follows: 

(a) Class I price. The price for Class 
I milk shall be $5.35 per hundredweight 
for the months of July through February 
and $4.90 per hundredweight for the 
months of March through June subject 
to any supply-demand adjustment com¬ 
puted pursuant to subparagraph (1) of 
this paragraph: Provided, That the 
Class I price shall not differ by more than 
15 cents from the average price de¬ 
termined pursuant to subparagraph (2) 
of this paragraph: And provided fur¬ 
ther, That the Class I price during the 
period beginning with the effective date 
of this amendment through December 
1963, shall be the average price de¬ 
termined pursuant to subparagraph (2) 
of this paragraph minus 7 cents: 
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(1) Calculate a supply-demand ad¬ 
justment pursuant to subdivisions (i) 
through (iii) of this subparagraph: 

(i) Calculate the utilization percent¬ 
ages for the two-month period and the 
12 -month period each ending with the 
second preceding month, by dividing the 
total quantity of producer milk pooled 
under the Washington, D.C., and Upper 
Chesapeake Bay Federal milk orders 
during each period by the total quantity 
of pooled Class I milk (excluding any 
duplication because of disposition be¬ 
tween plants) under both'orders during 
the same period, respectively, and in each 
case multiply by 100. The two-month 
utilization percentage so computed 
(rounded to the nearest whole percent) 
shall be the “current utilization per¬ 
centage” unless it is outside the range 
calculated pursuant to subdivision (ii) 
of this subparagraph, in which case the 
end of the range closest to the two-month 
utilization percentage shall be the “cur¬ 
rent utilization percentage”. 

(ii) Compute two percentages by add¬ 
ing 5 to, and by subtracting 5 from, 
the twelve-month utilization percentage 
computed pursuant to subdivision (i) of 
this subparagraph, and compute the 
deviations (rounded to the nearest whole 
percent) above or below 148.5 percent 
of the two resulting percentages. Add 
any such deviations above 148.5 percent 
to a percentage equal to the applicable 
monthly maximum standard utilization 
percentage in the table in subdivision 

(iii) of this subparagraph, and subtract 
any deviations below 148.5 percent from 
a percentage equal to the applicable 
monthly minimum standard utilization 
percentage in such table. The resulting 
percentages constitute the range referred 
to in subdivision (i) of this subpara¬ 
graph. 

(iii) Add to the monthly price a sup¬ 
ply-demand adjustment of 2 cents for 
each whole percent that the current uti¬ 
lization percentage is less than the ap¬ 
plicable monthly minimum standard 
utilization percentage in the table in 
this subdivision, or subtract a supply- 
demand adjustment of 2 cents for each 
whole percent that the current utiliza¬ 
tion percentage is more than the appli¬ 
cable monthly maximum standard utili¬ 
zation percentage in the table: Provided, 
That the supply-demand adjustment for 
any month shall not differ from the 
supply-demand adjustment of the pre¬ 
ceding month by more than 4 cents: 


Month for 
which price 
applies 

Month for which utili¬ 
zation is computed 

Standard 

utilization 

percentage 

Mini¬ 

mum 

Maxi¬ 

mum 

January. 

October-Novcmber__ 

133 

137 

February_ 

No vember-December... 

133 

137 

March. 

December-J anuary_ 

138 

142 

April. 

J anuarv-February_ 

140 

144 

May. 

February-March_ 

140 

144 

June. 

March-April . _ 

143 

147 

July. 

April-May__ 

156 

160 

August... 

May-June___ 

160 

164 

September- 

Junc-July .-_ 

159 

163 

October... 

July-August__ 

160 

164 

November.. 

August-September._ 

152 

156 

December. 

September-October_ 

138 

142 


(2) To the average of prices computed 
pursuant to subdivisions (i) and (ii) of 
this subparagraph add 15 cents in any 
No. 246-6 


of the months of July through February 
or subtract 30 cents from such average 
in any of the months of March through 
June: 

(i) Compute the annual equivalent of 
the Class I price for the same month 
under Order No. 4 for the Philadelphia 
marketing area for milk testing 3.5 per¬ 
cent butterfat (based on the preceding 
month’s butterfat differential) adjusted 
by adding 40 cents in the months of 
April, May and June and subtracting 40 
cents in the months of October, Novem¬ 
ber and December and no adjustment in 
other months. 

(ii) Compute the annual equivalent 
of the Class I-A price for the same month 
(prior to seasonal adjustment) under 
Order No. 2 for the New York-New Jer¬ 
sey marketing area. 

[F.R. Doc. 62-12577; Filed, Dec. 19, 1962; 

8:50 a.m.] 


CIVIL AERONAUTICS BOARD 

[14 CFR Part 207 ] 

[Docket No. 14148] 

CHARTER TRIPS AND SPECIAL 
SERVICES 

Passenger Charters Operated by All- 
Cargo Route Air Carriers; Extension 
of Time for Filing Comments 

December 17,1962. 

The Board, in 27 F.R. 11322 and by 
circulation of a notice of proposed rule 
making, EDR-48, dated November 13, 
1962, gave notice that it had under con¬ 
sideration the questions (1) whether 
Part 207 should be amended to contain 
specific provisions on passenger charter 
trips by certificated all-cargo route air 
carriers, (2) if so, what the contents of 
such provisions should be, and (3) 
whether any other amendment to Part 
207 should be adopted in light of the 
provisions of Public Law 87-528. In¬ 
terested persons were invited to partici¬ 
pate in the rule making proceeding by 
the submission of ten (10) copies of 
written data, views or arguments per¬ 
taining thereto, addressed to the Docket 
Section, Civil Aeronautics Board, Wash¬ 
ington 25, D.C., on or before December 
17,1962. 

A request has been received that the 
time for filing such data, views or argu¬ 
ment be extended. It appears to the 
undersigned that good cause has been 
shown for filing such comments, data, 
views or arguments concerning these 
proposals. The undersigned finds that 
it is in the public interest to extend ^the 
date to December 26, 1962, which will 
afford an additional nine-day period for 
such submissions. 

Accordingly, pursuant to authority 
delegated under sections 7.3C and 7.6 of 
public notice PN-15, the undersigned 
hereby extends the date for submitting 
comments on the subject proposal until 
December 26, 1962. All relevant matter 
in communications received on or before 
this date will be considered by the Board 
before taking final action on these pro¬ 
posals. Copies of such communications 
will be available for examination by 


interested persons in the Docket Section 
of the Board, Room 711 Universal Build¬ 
ing, 1825 Connecticut Avenue NW., 
Washington, D.C., upon receipt thereof. 

(Secs. 204(a), 1001, Federal Aviation Act of 
1958; 72 Stat. 743, 788; 49 U.S.C. 1324, 1481) 

[seal] Arthur H. Simms, 

Associate General Counsel, 
Rules and Special Counsel Division . 

[F.R. Doc. 62-12600; Filed, Dec. 19, 1962; 
8:50 a.m.] 


FEDERAL AVIATION AGENCY 

[ 14 CFR Ports 40, 41, 42 ] 

[Regulatory Docket No. 1522; Draft Release 
No. 62-54] 

CLOSING AND LOCKING FLIGHT 
CREW COMPARTMENT DOORS 

Notice of Proposed Rule Making 

Pursuant to the authority delegated 
to me by the Administrator (sec. 11.45 
27 F.R. 9585), notice is hereby given that 
the Federal Aviation Agency has under 
consideration a proposal to amend Parts 
40, 41, and 42 of the Civil Air Regula¬ 
tions as hereinafter set forth. 

Interested persons may participate in 
the making of the proposed rules by sub¬ 
mitting such written data, views, or 
arguments as they may desire. Com¬ 
munications should be submitted in 
duplicate to the Docket Section of the 
Federal Aviation Agency, Room A-103, 
1711 New York Avenue NW., Washing¬ 
ton 25, D.C. All communications re¬ 
ceived on or before January 21, 1963, 
will be considered by the Administrator 
before taking action on the proposed 
rules. The proposals contained in this 
notice may be changed in light of com¬ 
ments received. All comments sub¬ 
mitted will be available in the Docket 
Section for examination by interested 
persons at any time. 

The amendments to the regulations 
proposed herein will require the door 
of the flight crew compartment of a 
large passenger-carrying airplane op¬ 
erated by an air carrier or commercial 
operator to be closed and locked during 
en route flight. 

The operation of large airplanes under 
conditions of high-density traffic re¬ 
quires the flight crewmembers of such 
airplanes to give full attention to their 
duties and to be constantly alert and 
available for emergency action. Pas¬ 
senger conduct which distracts or inter¬ 
feres with the flight crewmembers in 
the performance of their duties affects 
the security and safety of the airplane. 
Therefore, the regulations for many 
years have restricted the admission of 
passengers and other persons to the 
flight crew compartment of airplanes 
used by air carriers and commercial op¬ 
erators. In conjunction with this re¬ 
quirement a means for locking all com¬ 
panionway doors which separate the 
passenger compartment from the flight 
crew compartment has been required as 
part of the equipment for most airplanes 
used by air carriers and commercial op¬ 
erators. However, the rules have not 
specifically required that the door to the 
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flight crew compartment be closed and 
locked during en route operations. 

Other regulatory restrictions upon 
passenger conduct, such as those per¬ 
taining to the drinking of alcoholic bev¬ 
erages aboard aircraft, and the preven¬ 
tion of hijacking were recently adopted 
by this Agency. However, during pre¬ 
vious rule making actions the Agency 
did not adopt a mandatory provision re¬ 
quiring the door between the passenger 
and the flight crew compartment to be 
.closed and locked. Although the air car¬ 
riers were requested to take such pre¬ 
cautions during the hijacking incidents, 
this responsibility was left to the air 
carrier. Notwithstanding this responsi¬ 
bility, several incidents have been re¬ 
ported in which passengers, and in one 
instance, an animal were permitted in 
the flight crew compartment of the air¬ 
plane during flight. 

In view of the foregoing and of recent 
events involving the national security, 
the Agency considers it appropriate to 
propose amendments to Parts 40, 41, and 
42 which will further provide for the se¬ 
curity and safety of large passenger¬ 
carrying airplanes by making it manda¬ 
tory to close and lock the door between 
the passenger and the flight crew com¬ 
partment during en route operations. 
These proposed rules will apply to all 
large airplanes operated by an air car¬ 
rier or commercial operator when en¬ 
gaged in the carriage of passengers in 
scheduled or charter flights. 

Accordingly, notice is hereby given 
that it is proposed to amend Parts 40, 
41, and 42 of the Civil Air Regulations 
as follows : 

1. By adding a new § 40.372 to Part 
40 to read as follows: 

§ 40.372 Closing and locking of flight 
crew compartment doors. 

Each door separating the flight crew 
compartment from the passenger com¬ 
partment of a large airplane operated by 
an air carrier or commercial operator in 
the carriage of passengers shall be closed 
and locked during flight except during: 

(a) The takeoff or landing of the air¬ 
plane, or 

(b) Such times as it may be neces¬ 
sary to provide access to the flight crew 
or passenger compartment for the crew¬ 
members in the performance of their 
duties, or other persons authorized ad¬ 
mission to the flight deck by § 40.356. 
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2. By promulgating amendments to 
Parts 41 and 42 of the Civil Air Regula¬ 
tions similar to that proposed herein. 

These amendments are proposed under 
the authority of sections 313(a), 601, 
and 604 of the Federal Aviation Act of 
1958 (72 Stat. 752, 775, 778; 49 U.S.C. 
1354, 1421, 1424). 

Issued in Washington, D.C., on De¬ 
cember 6, 1962. 

George C. Prill, 

Director, 

Flight Standards Service . 

[F.R. Doc. 62-12543; Filed, Dec. 19, 1962; 
8:45 a.m.J 


[14 CFR Part 601 ] 

[Airspace Docket No. 62-WE-98] 

CONTROLLED AIRSPACE 
Proposed Alteration of Control Zone 

Pursuant to the authority delegated 
to me by the Administrator (14 CFR 
11.65), notice is hereby given that the 
Federal Aviation Agency is considering 
an amendment to Part 601 of the regu¬ 
lations of the Administrator (Part 71 
(New) of the Federal Aviation Regula¬ 
tions, effective December 12,1962, 27 F.R. 
10352), the substance of which is stated 
below. 

The Colorado Springs, Colo., control 
zone is designated within a 5-mile radius 
of Peterson Field. The Federal Aviation 
Agency has under consideration the al¬ 
teration of the Colorado Springs control 
zone by enlarging the 5-mile radius zone 
to include the area within a 1-mile 
radius of Pikes Peak Airport, Fountain, 
Colo. 

The Pikes Peak Airport is located ad¬ 
jacent to the southern edge of the pres¬ 
ent Colorado Springs control zone, and 
has a single runway aligned in a north/ 
south direction. As a result, aircraft 
utilizing the Pikes Peak Airport must op¬ 
erate within the Colorado Springs con¬ 
trol zone while approaching for landings 
to the south or after take-off to the 
north. In addition, the primary instru¬ 
ment approach procedure based on the 
Peterson Field ILS and two of the de¬ 
parture procedures at Peterson Field 
specify flight over or near the Pikes Peak 
Airport traffic pattern. Therefore, in¬ 
clusion of the Pikes Peak Airport and 
its traffic pattern within the Colorado 
Springs control zone would provide a 


basis for the observance of uniform rules 
of flight at the two airports in accord¬ 
ance with the reported weather condi¬ 
tions at Peterson Field. Communica¬ 
tions service at the Pikes Peak Airport 
will be furnished by the FAA control 
tower at Peterson Field. 

If this action is taken, the Colorado 
Springs control zone would be designated 
within a 5-mile radius of Peterson Field 
(latitude 38° 48'35" N., longitude 

104°42'20" W.), and within a 1-mile 
radius of Pikes Peak Airport, Fountain, 
Colo, (latitude 38°43'40" N., longitude 
104°42'00" W.). 

Interested persons may submit such 
written data, views or arguments as 
they may desire. Communications 
should be submitted in triplicate to the 
Assistant Administrator, Western Re¬ 
gion, Attn: Chief, Air Traffic Division, 
Federal Aviation Agency, 5651 West 
Manchester Avenue, P.O. Box 90007, Air¬ 
port Station, Los Angeles 9, Calif. All 
communications received within forty- 
five days after publication of this notice 
in the Federal Register will be consid¬ 
ered before action is taken on the pro¬ 
posed amendment. No public hearing 
is contemplated at this time, but ar¬ 
rangements for informal conferences 
with Federal Aviation Agency officials 
may be made by contacting the Regional 
Air Traffic Division Chief, or the Chief, 
Airspace Utilization Division, Federal 
Aviation Agency, Washington 25, D.C. 
Any data, views or arguments presented 
during such conferences must also be 
submitted in writing in accordance with 
this notice in order to become part of the 
record for consideration. The proposal 
contained in this notice may be changed 
in the light of comments received. 

The official Docket will be available 
for examination by interested persons at 
the Docket Section, Federal Aviation 
Agency, Room A-103, 1711 New York 
Avenue NW., Washington 25, D.C. An 
informal Docket will also be available 
for examination at the office of the Re¬ 
gional Aii’ Traffic Division Chief. 

This amendment is proposed under 
section 307(a) of the Federal Aviation 
Act of 1958 (72 Stat. 749; 49 U.S.C. 1348). 

Issued in Washington, D.C., on Decem¬ 
ber 13, 1962. 

Clifford P. Burton, 
Chief, Airspace Utilization Division . 

[F JR. Doc. 62-12544; Filed, Dec. 19, 1362; 

8:45 a.m.] 








department of the treasury 

Bureau of Customs 

[AA 643.3-s] 

STEEL WIRE RODS FROM BELGIUM 
Purchase Price; Foreign Market Value 

December 14, 1962. 
Pursuant to section 201(b) of the 
Antidumping Act, 1921, as amended (19 
U.S.C. 160(b)), notice is hereby given 
that there is reason to believe or suspect, 
from information presented to me, that 
the purchase price of steel wire rods from 
Belgium is less or likely to be less than 
the foreign market value, as defined by 
sections 203 and 205, respectively, of the 
Antidumping Act, 1921, as amended (19 
U.S.C. 162 and 164). 

Customs officers are being authorized 
to withhold appraisement of entries of 
steel wire rods from Belgium pursuant to 
§14.9 of the Customs Regulations (19 
CFR14.9). 

The complaint in this case was made 
by the firm of Covington and Burling 
on behalf of the following domestic steel 
wire rod producers: 

Bethlehem Steel Company. 

Colorado Fuel & Iron Corporation. 

Detroit Steel Corporation. 

Armco Steel Corporation. 

Jones & Laughlin Steel Corporation. 

Republic Steel Corporation. 

Youngstown Sheet and Tube Company. 

[seal] Philip Nichols, Jr., 

Commissioner of Customs. 

[P.R. Doc. 62-12572; Filed, Dec. 19, 1962; 
8:49 a.m.] 


[AA 643.3-s] 

STEEL WIRE RODS FROM FRANCE 
Purchase Price; Foreign Market Value 

December 14,1962. 

Pursuant to section 201(b) of the Anti¬ 
dumping Act, 1921, as amended (19 
U.S.C. 160(b)), notice is hereby given 
that there is reason to believe or suspect, 
from information presented to me, that 
the purchase price of steel wire rods from 
France, except as to importations from 
the firm Societe Metallurgique de Nor¬ 
mandie, Paris, France, is less or likely 
to be less than the foreign market value, 
as defined by sections 203 and 205, re¬ 
spectively, of the Antidumping Act, 1921, 
as amended (19 U.S.C. 162 and 164). 

Customs officers are being authorized 
to withhold appraisement of entries of 
steel wire rods from France, except as 
to importations from the firm Societe 
Metallurgique de Normandie, Paris, 
France, pursuant to § 14.9 of the Cus¬ 
toms Regulations (19 CFR 14.9). 

The complaint in this case was made 
by the firm of Covington and Burling on 
behalf of the following domestic steel 
wire rods producers: 


Notices 


Bethlehem Steel Company. 

Colorado Fuel & Iron Corporation. 

Detroit Steel Corporation. 

Armco Steel Corporation. 

Jones & Laughlin Steel Corporation. 

Republic Steel Corporation. 

Youngstown Sheet and Tube Company. 

[seal] Philip Nichols, Jr., 

Commissioner of Customs. 

[F.R. Doc. 62-12573; Filed, Dec. 19, 1962; 
8:49 a.m.] 


IAA 643.3-s] 

STEEL WIRE RODS FROM 
LUXEMBOURG 

Purchase Price; Foreign Market Value 

December 14,1962. 

Pursuant to section 201(b) of the Anti¬ 
dumping Act, 1921, as amended (19 
U.S.C. 160(b)), notice is hereby given 
that there is reason to believe or suspect, 
from information presented to me, that 
the purchase price of steel wire rods from 
Luxembourg is less or likely to be less 
than the foreign market value, as defined 
by sections 203 and 205, respectively, of 
the Antidumping Act, 1921, as amended 
(19 U.S.C. 162 and 164). 

Customs officers are being authorized 
to withhold appraisement of entries of 
steel wire rods from Luxembourg pur¬ 
suant to § 14.9 of the Customs Regula¬ 
tions (19 CFR 14.9). 

The complaint in this case was made 
by the firm of Covington and Burling on 
behalf of the following domestic steel 
wire rod producers: 

Bethlehem Steel Company. 

Colorado Fuel & Iron Corporation. 

Detroit Steel Corporation. 

Armco Steel Corporation. 

Jones & Laughlin Steel Corporation. 

Republic Steel Corporation. 

Youngstown Sheet and Tube Company. 

[seal] Philip Nichols, Jr., 

Commissioner of Customs. 

[F.R. Doc. 62-12574; Filed, Dec. 19, 1962; 
8:49 a.m.] 


[AA 643.3-s] 

STEEL WIRE RODS FROM WEST 
GERMANY 

Purchase Price; Foreign Market Value 

December 14,1962. 

Pursuant to section 201(b) of the Anti¬ 
dumping Act, 1921, as amended (19 
U.S.C. 160(b)), notice is hereby given 
that there is reason to believe or suspect, 
from information presented to me, that 
the purchase price of steel wire rods 
from West Germany is less or likely to be 
less than the foreign market value, as 
defined by sections 203 and 205, respec¬ 
tively, of the Antidumping Act, 1921, as 
amended (19 U.S.C. 162 and 164). 

Customs officers are being authorized 
to withhold appraisement of entries of 


steel wire rods from West Germany pur¬ 
suant to § 14.9 of the Customs Regula¬ 
tions (19 CFR 14.9). 

The complaint in this case was made 
by the firm of Covington and Burling 
on behalf of the following domestic steel 
wire rod producers: 

Bethlehem Steel Company. 

Colorado Fuel & Iron Corporation. 

Detroit Steel Corporation. 

Armco Steel Corporation. 

Jones & Laughlin Steel Corporation. 

Republic Steel Corporation. 

Youngstown Sheet and Tube Company. 

[seal] Philip Nichols, Jr., 

Commissioner of Customs. 

[F.R. Doc. 62-12575; Filed, Dec. 19, 1962; 
8:49 a.m.] 


DEPARTMENT OF THE INTERIOR 

Bureau of Land Management 

[Group 299J 

ARIZONA 

Notice of Filing of Plat of Survey and 
Order Providing for Opening of 
Public Lands 

December 10,1962. 

1. Plat of survey of the lands described 
below will be officially filed in the Land 
Office, Phoenix, Arizona effective Jan¬ 
uary 15, 1963, at 10 a.m.: 

Gila and Salt River Meridian, Arizona 
T. 6 S., R. 28 E., 

sec. i, lots 3,4,5,6, sy 2 Ny 2 ,sy 2 ; 

Sec. 2, lots 1,2, 3, 4, Sy 2 Ny 2 ,Sy 2 ; 

Sec. 3, lots 1, 2,3, 4, 8%Nft, Sy 2 ; 

Sec. 4, lots 1, 2, 3, 4, 8%N%, Sy 2 ; 

Sec. 6, lots 6, 7, S V 2 NE y 4 , SE y 4 ; 

Sec. 8; 

Sec. 9; 

Sec. 10; 

Sec. 11; 

Sec. 12; 

Sec. 13; 

Sec. 14; 

Sec. 15; 

Sec. 17, lots 1, 2, 3, 4, 5, 6, 7, Sy 2 NE%, SE^i 
nwv 4 , Ey 2 swy 4 , sey 4 ; 

Sec. 18, lots 3, 4, 5, 6, 7, 8, Sy 2 NEy 4 , Ey 2 Wy 2 , 
SEy 4 ; 

Sec. 19, lots 1, 2, 3, 4, E%W%. E%; 

Sec. 20, lots 1, 2, 3, 4, E%W%. E*4; 

Sec. 21; 

Sec. 22; 

Sec. 23; 

Sec. 24; 

Sec. 25; 

Sec. 26; 

Sec. 27; 

Sec. 28; 

Sec. 30, lots 3, 4, Ey 2 NWy 4 , Ey 2 ; 

Sec.33; 

Sec. 34; 

Sec. 35. 

The areas described aggregate 19,- 
624.18 acres. 

2. The northern and eastern portions 
of the township are mountainous. The 
central, southern, and western portions 
are rolling land, and the soil within the 
township is very shallow. The soil along 
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NOTICES 


the banks of the Gila River is of a silty 
and sandy clay loam nature. 

3. Certain lands in this township were 
withdrawn by Executive Order of July 2, 
1910, creating Power Site Reserve No. 83, 
and memorandum of November 2, 
amended by memorandum of November 
16, 1962, interpreted this withdrawal to 
embrace the following lands: 

T.6S., R. 28 E., 

Sec. 1, lot 3, Sy 2 Ni/ 2 , sy 2 ; 

Sec. 2, NEy 4 swy t ,sy 2 swy lf SE}4; 

Sec. 10, SE y 4 NW Yt , NE^SW^t, Ey 2 ; 

Sec. 11, Ny 2 ,SWi4, Wy 2 SE!4; 

Sec. 12, Ny 2 ; 

Sec. 14, w y 2 NE %, wy 2 ; 

Sec. 15, Ey 2 ; 

Sec. 20, SE^SWi4, Sy 2 SE^; 

Sec. 21, SE^NE^, Si/aSW^, SE14; 

Sec. 22,Ny z , SWi/ 4 ,NWy 4 SEi/ 4 ; 

sec. 23, NEy 4 Nwy 4) wy 2 NWV 4 ; 

sec. 27 , Nwy 4 , Nwy 4 swy 4 ; 

Sec. 28, Ny 2 ,Ni/ 2 Sy 2 . 

Certain lands in this township were 
withdrawn by Executive Order of No¬ 
vember 22, 1924, creating Power Sitq Re¬ 
serve No. 759, and memorandum of 
November 2, 1962, interpreted this 

withdrawal to embrace the following 
lands: 

T. 6 S., R. 28 E., 

Sec. 1; 

Sec! 3, lot 1, Sy 2 NE^, sy 2 ; 

Sec. 10; 

Sec. 11; 

Sec. 12; 

sec. 13, Ny 2 NEi4, Nwy 4 , wy 2 swy 4 ; 

Sec. 14; 

Sec. 15; 

Sec. 21; 

Sec. 22; 

Sec. 23; 

sec. 26, Nwy 4 NEy 4 , Ny 2 Nw* 4 , swy 4 Nwy 4 ; 

Sec. 27; 

Sec. 28; 

Sec. 30, lots 1, 2, 3, 4, NE 14 , Ey 2 NW^, Ey 2 
S W J /4 , N % SE Y \, S W 14 SE %; 

Sec. 33; 

Sec. 34. 

Certain lands in this township were 
withdrawn by Departmental Order of 
February 1, 1917, as Water Power Des¬ 
ignation No. 4, Arizona No. 1, and memo¬ 
randum of November 2, 1962, interpreted 
this withdrawal to embrace the following 
lands: 

T.6S..R. 28 E., 

Sec. 1 , lot 3, sy 2 Ny 2 , sy 2 ; 

Sec. 2 , NEy 4 SW^, sy 2 swi 4 , SE 14 ; 

Sec. 10, SEy 4 NWy 4 , NEi4SW^,Ei/ 2 ; 

Sec. 11, Ny 2 , swy 4l Wy 2 SE}4; 

Sec. 12,Ni/ 2 ; 

Sec. 14, Wy 2 NEy 4 ,Wy 2 ; 

Sec. 15, Ey 2 ; 

, Sec. 20, SE% swy 4 ,sy 2 SE Yt ; 

Sec. 21, SE Ya NE %, S% SW y A , SE 14 ; 

Sec. 22, N i/ 2 , S W Ya , NW Y\ SE %; 

sec. 23, Ny 2 Nwy 4 , swy 4 Nwy 4 ; 

Sec. 27, NW1/ 4i Nwy 4 swy 4 ; 

Sec. 28, Ny 2 ,Ny 2 sy 2 . 

4. The following described lands are 
opened to application, location, selection 
and petition as outlined in paragraph 5 
below. No application for these lands 
will be allowed under the homestead, 
desert land, small tract, or any other 
nonmineral public land law, unless the 
lands have already been classified upon 
consideration of an application. Any ap¬ 


plication that is filed will be considered 
on its merits. The lands will not be sub¬ 
ject to occupancy or disposition until 
they have been classified: 

T. 6 S., R. 28 E., 

Sec. 3, lots 2, 3, 4, Sy 2 NW^; 

Sec. 4, lots 1,2, 3, 4, S^Ni/ 2 ,S^; 

Sec. 6, lots 6, 7, Sy 2 NE^, SE^; 1 

Sec. 8; 

Sec. 9; 

Sec. 13, E y 2 SW x /4, S % NE Yt , SE^; 

Sec. 17, lots 1, 2, 3, 4, 5, 6, 7, SE%NWy4, 

s y 2 NE y 4 , E y 2 SW Yt , SE y 4 ; 

Sec. 18, lots 3, 4, 5, 6, 7, 8, Ey 2 NWy 4 , Sy 2 
NE*,4, Ey 2 SW^, SEV4; 

Sec. 19, lots 1, 2, 3, 4, Ey 2 Wy 2 , Ey 2 ; 

Sec. 20, lots 1, 2, 3, 4, E Yz NW Yk » NE 14 , 
NE^SW^.N^SE^; 

Sec. 24; 

Sec. 25; 

Sec. 26, NE 14 NE 14 , sy 2 NE}4, SE* 4 NW, sy 2 ; 

Sec. 30, SE 14 SE 14 ; 

Sec. 35. 

The areas described aggregate 7,586.65 
acres. 

5. Subject to any existing valid rights 
and the requirements of applicable law, 
the lands described in paragraph 4 
hereof, are hereby opened to filing appli¬ 
cations, selections and locations in ac¬ 
cordance with the following: 

a. Applications and selections under 
the nonmineral public land laws may be 
presented to the Manager mentioned 
below, beginning on the date of this 
order. Such applications, selections, and 
offers will be considered as filed on the 
hour and respective dates shown for the 
various classes enumerated in the fol¬ 
lowing paragraphs: 

(1) Applications by persons having 
prior existing valid settlement rights, 
preference rights conferred by existing 
laws, or equitable claims subject to al¬ 
lowance and confirmation will be adjudi¬ 
cated on the facts presented in support 
of each claim or right. All applications 
presented by persons other than those 
referred to in this paragraph will be sub¬ 
ject to the applications and claims men¬ 
tioned in this paragraph. 

(2) All valid applications and selections 
under the nonmineral public land laws 
presented prior to 10 a.m. on January 15, 
1963, wall be considered as simultaneously 
filed at that hour. Rights under such 
applications and selections and offers 
filed after that hour will be governed by 
the time of filing. 

6. Persons claiming preference rights 
based upon valid settlement, statutory 
preference, or equitable claims must en¬ 
close properly corroborated statements in 
support of their applications, setting 
forth all facts relevant to their claims. 
Detailed rules and regulations govern¬ 
ing applications which may be filed pur¬ 
suant to this notice can be found in Title 
43 of the Code of Federal Regulations. 

Roy T. Helmandollar, 
Manager. 

[F.R. Doc. 62-12557; Filed, Dec. 19, 1962; 

8:47 ajn.] 

1 Lot 6 is embraced in Application for With¬ 
drawal Arizona 017298 by Town of Safford for 
municipal water supply site. Any applica¬ 
tion filed for lot 6 Sec. 6 will be suspended 
in accordance with 43 CFR § 295.11a. 


[Group 299] 

ARIZONA 

Notice of Filing of Plat of Survey and 

Order Providing for Opening 0 f 

Public Lands; Correction 

December 13, 1962. 

The following corrections are made 
to paragraphs numbered 3 and 7(2) 
of the Notice of Filing of Plat of Sur¬ 
vey and Order Providing for Opening 
of Public Lands, dated November 27, 
1962, which order appears on pages 12003 
and 12004 of the Federal Register is¬ 
sued on December 5, 1962: 

a. “Power Site Reservoir No. 83”, is 
corrected to read, “Power Site Reserve 
No. 83/’ 

b. “January 2, 1962”, is corrected to 
read, “January 2, 1963.” 

Roy T. Helmandollar, 

Manager . 

[F.R. Doc. 62-12556; Filed, Dec. 19, 1962; 

8:46 a.m.] 

[Serial No. Los Angeles 0168791] 

CALIFORNIA 

Order Providing for Opening of Lands 
December 14, 1962. 

Roland H. Wiley and Mary Wiley hav¬ 
ing acquired the hereinafter described 
lands, which were originally acquired 
by the State of California (title to which 
passed to the State. of California upon 
acceptance of the official plat of survey), 
have reconveyed such lands to the 
United States for and in consideration 
of the exchange of certain lands, as au¬ 
thorized by section 8 of the Act of June 
28, 1934 (48 Stat. 1272) as amended by 
section 3 of the Act of June 26, 1936 (49 
Stat. 1976). The lands so reconveyed 
to the United States are described as 
follows: 

San Bernardino Meridian 

T. 21 N., R. 9 E., 

Tracts 37 and 38. 

The areas described aggregate 1,263.56 
acres. 

The lands are located in Chicago Val¬ 
ley, about 15 miles northeast of the 
hamlet of Tecopa, California, in a dry 
desolate interior desert basin. The west¬ 
ern portion of Tract 37 consists of the 
foothills and lower slopes of the Nopah 
Range, a barren desert mountain range, 
while the remainder of the land is on 
the valley floor. The soil is generally 
coarse and sandy and low in organic 
matter and fertility. The vegetation 
consists of scattered creosote bush, cholla 
cactus, barrel cactus, Spanish bayonet 
and various ephemeral annuals. 

The public lands affected by this order 
are hereby restored to the operation of 
the public land laws, with the exception 
of the mining laws and the mineral leas¬ 
ing laws, subject to any valid existing 
rights, the provisions of existing with¬ 
drawals, and the requirements of appli¬ 
cable law, rules and regulations. 

Inquiries and applications concerning 
the above lands shall be addressed to the 
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Thursday, December 20, 1962 


FEDERAL REGISTER 


Manager, Land Office, Bureau of Land 
Management, Department of the In- 
terior, 1414 8th Street, Box 723, River¬ 
side, California. 

Jens C. Jensen, 

Manager. 

f pR. Doc. 62-12552; Filed, Dec. 19, 1962; 
8:46 a.m.] 


CALIFORNIA 

Order Providing for Opening of Public 
Lands 

December 12,1962. 

1 , in exchanges of lands made under 
the provisions of section 8 of the Act of 
June 28,1934 (48 Stat. 1272), as amended 
by section 3 of the Act of June 26, 1936 
(49 Stat. 1976; 43 U.S.C. 315g), as 
amended, the following described lands 
have been conveyed to the United States: 
Mount Diablo Meridian, California 

[CALIFORNIA 034638] 

T.26N..R. 16 E., 

Sec. 2, SE1/4SE1/4; 

sec. 3,swy 4 ; 

Sec. io,Ny 2 ,sEy 4 ,Ni/ 2 swy 4 ; 

Sec. 11; 

Sec. 12; 

Sec. 14,SWy 4 NEy 4 ,NW^,Ny 2 SEy 4 ; 

Sec. 15 ,Ey 2 NEyt. 

[CALIFORNIA 055538] 

T. 39 N., R. 13 E., 

Sec. 25,SWy 2 NWiA,NW^SW^; 

Sec. 26, SE^NE^, Ey 2 SWy 4 , NE^SE^, 
swy 4 SEy 4 ; 

Sec. 27; Ey 2 ; 

Sec. 33,Sy 2 NE^; 

Sec.34, NEi,4,sy 2 NWi,4; 

Sec. 35, NEy 4 NWyt, SW}4. 

T. 40 N., R. 13 E., 

Sec. 26, SE 14 . 

T. 41 N., R. 13 E., 

Sec. 26, NW.^NW^; 

Sec. 27, Ey 2 NEi4, SWy 4 NE^, NE^SW^, 

sy 2 swy 4 ; 

Sec. 28, SE%SE%. 


volcanic rock outcrops. Sagebrush and 
scattered juniper predominate with an 
understory of annual grasses. Numer¬ 
ous washes traverse nearly all of the 
lands. 

4. The lands in T. 41 N., Rs. 13 and 
14 E., M.D.M., are located approximately 
seven to ten miles southeast of Alturas, 
California, on a bench intermediate in 
elevation between the Pit River Valley 
and mountains to the east. The topog¬ 
raphy is level to gentle rolling. The 
entire area is covered by surface and 
subsurface volcanic rocks. Vegetation 
is chiefly sagebrush with a scattering of 
annual grasses and occasional junipers. 

5. Pursuant to the authority delegated 
to me by § 2.5, Part II, Bureau Order 
No. 684, dated August 28, 1961 (26 F.R. 
8216), of the Associate Director, Bureau 
of Land Management, the lands de¬ 
scribed in paragraph 1 are hereby re¬ 
stored to the operation of the public 
land laws, subject to any valid existing 
rights, the provisions of existing with¬ 
drawals, and the requirements of ap¬ 
plicable laws, rules and regulations. 

6. The lands described in paragraph 
1 will be open to mining location and 
to applications and offers under the 
mineral leasing laws at 10:00 a.m., De¬ 
cember 12, 1962. Applications and of¬ 
fers, under the mineral leasing laws, for 
the lands described in paragraph 1, pre¬ 
sented prior to 10:00 a.m., on Decem¬ 
ber 12, 1962, will be considered as simul¬ 
taneously filed as of that date and hour. 
The lands will also be open to mining 
location at that date and hour. 

7. Inquiries concerning the lands 
should be addressed to the Manager, 
Land Office, Bureau of Land Manage¬ 
ment, 4201 U.S. Courthouse and Federal 
Building, 650 Capitol Avenue, Sacra¬ 
mento 14, California. 

Walter E. Beck, 
Manager, Land Office, 

Sacramento. 


[CALIFORNIA 048504 AND 055875] 

T. 41 N., R. 13 E., 

Sec. 36. 

T. 41 N., R. 14 E., 

Sec. 4, SE 14 SE 14 ; 

Sec. 9. Ey 2 , SV 2 NW 14 , Ny 2 SW^. 

The afore-described areas aggregate 
5,160 acres more or less of public lands. 

2. The lands in T. 26 N., R. 16 E., 
M.D.M., are located south of and ad¬ 
jacent to the town of Herlong and the 
Sierra Ordnance Depot in Honey Lake 
Valley, California. The land surface is 
fairly level and the soil somewhat alka¬ 
line in places with sagebrush and annual 
grasses the predominant vegetation. 
The average elevation is approximately 
4,000 feet. Although Honey Lake Valley 
is generally an agricultural area, such 
activity on the subject lands is precluded 
by soil conditions and lack of water. 

3. The lands in Tps. 39 to 41 N., R. 13 
E., M.D.M., are rather widely scattered 
northeast and east, three to ten miles 
from Likely, California, along the east¬ 
ern edge of the Pit River Valley. The 
topography is moderately rolling with 
some fairly level areas and occasional 


[F.R. Doc. 62-12553; Filed, Dec. 19, 1962; 
8:46 a.m.] 


COLORADO 

Notice of Proposed Withdrawal and 
Reservation of Lands 

December 13,1962. 

The United States Forest Service of 
the Department of Agriculture has filed 
an application, serial number Colorado 
099612, for the withdrawal from location 
and entry under the General Mining 
Laws, subject to existing valid claims, 
certain public lands in the sections and 
townships described below. 

The applicant desires the land for use 
as recreation sites, campgrounds, over¬ 
looks and picnic areas, located in the 
San Isabel and Pike National Forests, 
Colorado. The specific areas are: 

San Isabel National Forest 

Garfield Campground. 

Lower North Fork Campground Addition. 
Monarch Park Campground Addition. 
Shavano Campground Addition. 

Hermit Spring Roadside Rest Area. 


Monarch Portal Site. 

Cottonwood Lake Campground Addition No. 

2 . 

Fox Lake Campground Area Addition. 

Fox Lake Picnic Area. 

Indian Flats Organization Camp. 

Trout Creek Pass Picnic Area. 

Pike National Forest 

Pike’s Peak Overlook. 

Ridge Crest Picnic Ground (Addn.) 

Observation Point Overlook. 

Weston Pass Campground. 

Michigan Creek Campground (Addn.) 
Lodgepole, Aspen and Flat Top Campgrounds. 
Queen’s Canyon Geological Area. 

Sacramento Gulch. 

For a period of thirty days from the 
date of publication of this notice, all 
persons who wish to submit comments, 
suggestions or objections in connection 
with the proposed withdrawal may pre¬ 
sent their views in writing to the under¬ 
signed officer of the Bureau of Land 
Management, Department of the Inte¬ 
rior, Colorado Land Office, Gas and Elec¬ 
tric Building, 910—15th Street, Denver 2, 
Colorado. 

If circumstances warrant it, a public 
hearing will be held at a convenient time 
and place, which will be announced. 

The determination of the Secretary on 
the application will be published in the 
Federal Register. A separate notice 
will be sent to each interested party of 
record. 

The lands affected are: 

New Mexico Principal Meridian 

SAN ISABEL NATIONAL FOREST 

T. 49 N., R. 6 E., 

In sec. 8. 

T. 50 N., R.6E., 

In secs. 13, 25, 33. 

T. 50 N., R. 7 E., 

In secs. 17, 31. 

Sixth Principal Meridian 

SAN ISABEL NATIONAL FOREST 

T. 13 S., R. 77 W., 

In secs. 22, 23. 

T. 14 S., R. 79 W., 

In secs. 28, 29. 

T. 14 S., R. 80 W., 

In secs. 35, 36. 

T. 15 S.,R. 80 W., 

In secs. 2, 3. 

Sixth Principal Meridian 

PIKE NATIONAL FOREST 

T. 13 S.,R. 67 W., 

In secs. 20, 21, 28, 29. 

T. 13 S., R. 68 W., 

In secs. 13,14. 

T. 8 S., R. 69 W., 

In sec. 26. 

T. 7 S., R. 76 W., 

In secs. 24, 27, 28. 

T. 9 S., R. 78 W., 

In sec. 36. 

T. 11S.,R. 78 W., 

In sec. 20. 

Lands proposed to be withdrawn in 
the above designated area aggregate ap¬ 
proximately 3,358 acres. 

J. Elliott Hall, 
Manager, Land Office, 
Denver. 

[F.R. Doc. 62-12555; Filed, Dec. 19, 1962; 
8:46 a.m.] 
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NOTICES 


[Oregon 011617] 

OREGON 

Notice of Partial Termination of Pro¬ 
posed Withdrawal and Reservation 
of Lands 

December 12,1962. 

Notice of an application, serial num¬ 
ber Oregon 011617, for withdrawal and 
reservation of lands was published as 
F.R. Doc. No. 62-1592 on page 11515 of 
the issue for November 22, 1962. The 
applicant agency has cancelled its ap¬ 
plication insofar as it involved the lands 
described below. Therefore, pursuant 
to the regulations contained in 43 CFR 
Part 295, such lands will be at 10 a.m. 
on January 11, 1963, relieved of the seg¬ 
regative effect of the above-mentioned 
application. 

The lands involved in this notice of 
termination are: 

Willamette Meridian, Oregon 
T. 34 S., R. 39 E., 

Sec. 13: W%SW%NE%SW%, E%8EK 
HWJ4SWK. wi/ 2 NW*4swy 4 SW%. 

Containing 15 acres. 

Stanley D. Lester, 
Land Office Manager. 

[F.R. Doc. No. 62-12562; Filed, Dec. 19, 1962; 

8:48 a.m.] 


DEPARTMENT OF AGRICULTURE 

Agricultural Stabilization and 
Conservation Service 

RICE 

Notice of Marketing Quota Referen¬ 
dum for 1963 Crop 

Marketing quotas for the crop of rice 
to be produced in 1963 have been duly 
proclaimed pursuant to provisions of the 
Agricultural Adjustment Act of 1938, as 
amended. Said act requires a referen¬ 
dum to be conducted within 30 days after 
the date of the issuance of said procla¬ 
mation of farmers who were engaged in 
the production of rice in 1962 to deter¬ 
mine whether such farmers are in favor 
of or opposed to such quotas. Prior to 
establishing the date for the referendum 
on the 1963 crop of rice, public notice 
(27 F.R. 9612) was given in accordance 
with the Administrative Procedure Act 
(5 U.S.C. 1003) that it was proposed to 
hold the referendum on December 11, 
1962. No data, views, or recommenda¬ 
tions pertaining thereto were submitted 
pursuant to such notice. However, it 
was found necessary to delay the procla¬ 
mation with respect to marketing quotas 
beyond the date originally anticipated 
and likewise to delay the date of the 
referendum. Such proclamation has 
now been made and it is hereby deter¬ 
mined that the rice marketing quota ref¬ 
erendum under said act for the 1963 
crop of rice shall be held on January 
11, 1963, which is within thirty days 
from the date of issuance of the procla¬ 
mation of marketing quotas. 


Signed at Washington, D.C., on De¬ 
cember 12, 1962. 

E. A. Jaenke, 

Acting Administrator, Agricul¬ 
tural Stabilization and Con¬ 
servation Service. 

[F.R. Doc. 62-12576; Filed, Dec. 19, 1962; 
8:49 a.m.] 


Office of the Secretary 
TEXAS 

Designation of Areas for Emergency 
Loans 

For the purpose of making emergency 
loans pursuant to section 321 of Public 
Law 87-128 (7 U.S.C. 1961) it has been 
determined that in Jones County, Texas, 
natural disasters have caused a need for 
agricultural credit not readily available 
from commercial banks, cooperative 
lending agencies, or other responsible 
sources. 

Pursuant to the authority set forth 
above, emergency loans will not be made 
in the above-named county after June 
30, 1963, except to applicants who pre¬ 
viously received emergency or special 
livestock loan assistance and who can 
qualify under established policies and 
procedures. 

Done at Washington, D.C., this 17th 
day of December 1962. 

Orville L. Freeman, 
Secretary. 

[F.R. Doc. 62-12578; Filed, Dec. 19, 1962; 

8:50 a.m.] 


FEDERAL MARITIME COMMISSION 

AUSTRALIAN TONNAGE COMMITTEE 
AND CUNARD STEAM-SHIP CO., 
LTD. 

Notice of Filing of Agreement 

Notice is hereby given that the follow¬ 
ing described agreement has been filed 
with the Commission for approval pur¬ 
suant to section 15 of the Shipping Act, 
1916 (39 Stat. 733; 75 Stat. 763; 46 U.S.C. 
814): 

Agreement 9094, between the Austra¬ 
lian Tonnage Committee, on behalf of the 
parties comprising the P. O.-Orient Lines 
joint service, Federal Steam Navigation 
Co., Ltd., British India Steam Naviga¬ 
tion Co., Ltd., Shaw Savill & Albion Co., 
Ltd., Port Line, Ltd., Alfred Holt & Co., 
Clan Line Steamers, Ltd., Scottish Shire 
Line, Ltd., Ellerman & Bucknall Steam 
Ship Co., Ltd., Blue Star Line, Ltd. (the 
originating carriers) and the Cunard 
Steam-Ship Company Ltd. (the deliver¬ 
ing carrier), covers the carriage of cargo 
on through bills of lading between ports 
in Australia called at by the originating 
carriers and ports on the Atlantic Coast 
of the United States called at by the de¬ 
livering carrier with transhipment at 
ports in the United Kingdom. 

Interested parties may inspect this 
agreement and obtain copies thereof at 
the Bureau of Foreign Regulation, Fed¬ 


eral Maritime Commission, Washington 
D.C., and may submit within 20 days 
after publication of this notice in the 
Federal Register, written statements 
with reference to this agreement and 
their position as to approval, disap¬ 
proval, or modification, together with 
request for hearing should such hear¬ 
ing be desired. 

Dated: December 17, 1962. 

By order of the Federal Maritime 
Commission. 

Thomas Lisi, 
Secretary. 

[F.R. Doc. 62-12581; Filed, Dec. 19, 19 6 2- 
8:50 a.m.] 


CITY OF PORTLAND, OREGON AND 
MATSON NAVIGATION CO. 

Notice of Agreement Filed for 
Approval 

Notice is hereby given that the follow¬ 
ing described agreement has been filed 
with the Commission for approval pur¬ 
suant to section 15 of the Shipping Act 
1916 (39 Stat. 733, 75 Stat. 763; 46 U.S.C 
814): 

Agreement No. 8965, between the City 
of Portland, Oregon (Port), and Matson 
Navigation Company (Matson), provides 
for a preferential assignment and lease 
of certain terminal property in Portland, 
Oregon. Matson may assess rates, 
charges, rules and regulations contained 
in Matson Terminals, Inc., Terminal 
Tariff, except as to Australian or New 
Zealand cargo which shall be subject to 
the Port’s tariff. Matson’s Terminal 
Tariff shall be subject to review by the 
Port. The Port further reserves the 
right to use the premises when not being 
used by Matson. 

Interested parties may inspect this 
agreement and obtain copies thereof at 
the Bureau of Domestic Regulation, Fed¬ 
eral Maritime Commission, Washington, 
D.C., and may submit within 20 days 
after publication of this notice in the 
Federal Register, written statements 
with reference to the agreement and 
their position as to approval, disapproval, 
or modification, together with request 
for hearing should such hearing be 
desired. 

Dated: December 17,1962. 

By order of the Federal Maritime 
Commission. 

Thomas Lisi, 
Secretary. 

[F.R. Doc. 62-12482; Filed, Dec. 19, 1962; 
8:50 a.m.] 


[Docket No. 1083] 

HONG KONG-UNITED STATES AT¬ 
LANTIC AND GULF TRADE 

Investigation of Rates 

During the past year there have been 
filed with this Commission numerous 
reductions in the rates applicable to 
various commodities transported in the 
trade from Hong Kong to United States 
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Atlantic and Gulf ports. The New York 
Freight Bureau (Hong Kong) on behalf 
of its member lines has filed one or more 
such rate reductions for certain com¬ 
modities including, but not limited to, 
artificial flowers, footwear, toys and 
cotton piece goods, and Sabre Line has 
filed with the Commission a protest 
against the present level of rates of the 
New York Freight Bureau (Hong Kong) 
for those commodities. 

In addition, several independent com¬ 
mon carriers engaged in this trade have 
filed rate reductions during 1962 for 
artificial flowers, footwear, toys, cotton 
piece goods, and other items, as reflected 
in the following tariffs: 

China Merchants Steam Navigation Co., 
Ltd.—Japan/USEC. 

China Union Lines, Ltd.—No. HK/US-1. 

Eddie Steamship Co., Ltd.—No. H 1. 
Isbrandtsen Steamship Co.—F No. 8. 

Orient Overseas Line—No. HKUE-1. 

Sabre Line—Frt. Tariff No. 1. 

Zim Israel Navigation Co., Ltd.—No. 2. 

In order to determine whether any 
rate in this trade (including any rate 
adopted or reduced after the issuance of 
this order) is so unreasonably low as to 
be detrimental to the commerce of the 
United States in violation of section 
18(b) (5) of the Shipping Act, 1916 (75 
Stat. 765): 

It is ordered, That pursuant to sec¬ 
tion 22 of the Shipping Act, 1916 (46 
U.S.C. 821), an investigation is insti¬ 
tuted to determine whether the Com¬ 
mission shall pursuant to section 18(b) 
(5) of the Act disapprove any rate in 
the trade from Hong Kong to United 
States Atlantic and Gulf ports. 

It is further ordered, That the follow¬ 
ing are made respondents in this investi¬ 
gation: 

New York Freight Bureau (Hong 
Kong) and its member and associated 
lines, listed in Appendix A hereof; 

China Merchants Steam Navigation Co., Ltd.; 
China Union Lines, Ltd.; 

Eddie Steamship Co., Ltd.; 

Isbrandtsen Steamship Co.; 

Orient Overseas Line; 

Sabre Line; and 

Zim Israel Navigation Co., Ltd. 

It is further ordered. That this inves¬ 
tigation be assigned for hearing before 
an Examiner at the earliest practicable 
date, and that this order be served on 
each of the named respondents and pub¬ 
lished in the Federal Register. 

By order of the Commission, Decem¬ 
ber 10, 1962. 

Thomas Lisi, 

Secretary. 

Appendix A 

MEMBERS 

American President Lines, Ltd. 
Barber-Fern-Ville Lines—Fearnley & Eger 
and A. F. Klaveness & Co., A/S—Joint 
Service. 

Barber-Wilhelmsen Line—Joint Service. 

DaidO Kaiun Kaisha, Ltd. 

De La Rama Lines—Joint Service, 
lino Kaiun Kaisha, Ltd. 

Kawasaki Kisen Kaisha, Ltd. 

Lykes Bros. Steamship Co., Inc. 

Marchessini Lines—Joint Service. 

Maritime Company of the Philippines, Inc. 
Mitsubishi Shipping Co., Ltd. 
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Mitsui Steamship Co., Ltd. (Mitsui Line). 
Moller-Maersk Line, A. P.—Joint Service. 
Nippon Yusen Kaisha, Ltd. 

Osaka Shosen Kaisha, Ltd. 

Prince Line, Ltd. 

Spolsna Plovba. 

States Marine Lines—Joint Service. 
Transocean Transport Corporation (Magsay- 
say Lines). 

United Philippine Lines, Inc. 

United States Lines Company (American Pio¬ 
neer Line). 

Waterman Steamship Corporation. 

Yamashita Kisen Kaisha (The Yamashita 
Steamship Co., Ltd). 

ASSOCIATED LINES 

American Mail Line, Ltd. 

American President Lines, Ltd. 
Barber-Wilhelmsen Line—Joint Service. 

Daido Kaiun Kaisha, Ltd. 

De La Rama Lines—Joint Service. 

Fern-Ville Lines—Fearnley & Eger and A. F. 

Klaveness & Co. A/S—Joint Service, 
lino Kaiun Kaisha, Ltd. 

Java Pacific & H0egh Lines. 

Kawasaki Kisen Kaisha, Ltd. 

Klaveness Line—Joint Service. 

Knutsen Line—Joint Service. 

Maritime Company of the Philippines, Inc. 
National Development Company. 

Mitsubishi Shipping Co., Ltd. 

Mitsui Steamship Co., Ltd. (Mitsui Line). 

A. P. Moller-Maersk Line—Joint Service. 
Nippon Yusen Kaisha, Ltd. 

Nissan Kisen Kaisha, Ltd. 

Osaka Shosen Kaisha, Ltd. 

P&O-Orient Lines—Joint Service. 

Pacific Far East Line, Inc. 

Splosna Plovba. 

States Marine Lines—Joint Service. 

States Steamship Company. 

Transocean Transport Corporation (Magsay- 
say Lines). 

United Philippine Lines, Inc. 

United States Lines Company (American Pio¬ 
neer Line). 

Waterman Steamship Corporation. 

Yamashita Kisen Kaisha (The Yamashita 
Steamship Co., Ltd.). 

[F.R. Doc. 62-12583; Filed, Dec. 19, 1962; 
8:50 a.m.] 


LEVANT LINE JOINT SERVICE 
Notice of Filing of Agreement 

Notice is hereby given that the follow¬ 
ing described agreement has been filed 
with the Commission for approval pur¬ 
suant to section 15 of the Shipping Act, 
1916 (39 Stat. 733; 75 Stat. 763; 46 U.S.C. 
814): 

Agreement 7812-9, between Atlantic 
Ocean Transport Corporation and 
Mediterranean Transport Corporation 
(parties to the Levant Line joint service) 
and Continental-Atlantic Corporation, 
provides for the substitution of Conti¬ 
nental-Atlantic Corporation as a party 
to the Levant Line joint service in place 
of Atlantic Ocean Transport Corporation 
and for revision of the signature utilized 
by this joint service in conformity with 
the substitution of parties. 

Interested parties may inspect this 
agreement and obtain copies thereof at 
the Bureau of Foreign Regulation, Fed¬ 
eral Maritime Commission, Washington, 
D.C., and may submit within 20 days 
after publication of this notice in the 
Federal Register, written statements 
with reference to this agreement and 
their position as to approval, disapproval, 
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or modification, together with request for 
hearing should such hearing be desired. 

Dated: December 17, 1962. 

By order of the Federal Maritime 
Commission. 

Thomas Lisi, 

Secretary. 

[F.R. Doc. 62-12580; Filed, Dec. 19, 1962; 
8:50 a.m.] 


[Docket No. 1064] 

PURCHASE OF VESSELS “ALICIA” 
AND “DOROTHY” 

Agreements 8745 and 8745—1 

Waterman Steamship Corporation of 
Puerto Rico, a respondent herein has 
filed a motion to dismiss this proceeding. 
Before said motion was filed, American 
Union Transport, Inc., whose representa¬ 
tions to the Commission brought about 
the institution of this proceeding, with¬ 
drew and thereby gave notice that it will 
not support the allegations which it 
made. Grace Line, Inc., Seatrain Lines, 
Inc., and the Commonwealth of Puerto 
Rico who intervened did not oppose the 
motion to dismiss. 

In view of the foregoing, the Commis¬ 
sion is of opinion that this proceeding 
should be, and it is hereby discontinued. 

By the Commission, December 6, 1962. 

Thomas Lisi, 

Secretary. 

[F.R. Doc. 62-12484; Filed, Dec. 19, 1962; 

8:50 a.m.] 


FEDERAL POWER COMMISSION 

[Docket No. CP63-94] 

ARKANSAS LOUISIANA GAS CO. 

Notice of Application and Date of 
Hearing 

December 13, 1962. 

Take notice that on October 15, 1962, 
Arkansas Louisiana Gas Company (Ap¬ 
plicant), Slattery Building, Shreveport, 
Louisiana, filed in Docket No. CP63-94 
an application pursuant to section 7(c) 
of the Natural Gas Act for a certificate' 
of public convenience and necessity au¬ 
thorizing the construction during the 
calendar year 1963 and the operation of 
field facilities to enable Applicant to take 
into its certificated main pipeline system 
natural gas which will be purchased from 
producers thereof, all as more fully set 
forth in the application which is on file 
with the Commission and open to public 
inspection. 

The purpose of this “budget-type” ap¬ 
plication is to augment Applicant’s abil¬ 
ity to act with reasonable dispatch in 
contracting for and connecting to its 
pipeline system new supplies of natural 
gas in various producing areas generally 
co-extensive with said system. 

The total cost of the proposed facilities 
will not exceed $3,247,850, and no single 
project will exceed a cost of $500,000. 
The application states that the proposed 
facilities will be financed from funds on 
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NOTICES 


hand, cash generated by operations, and 
internal sources. 

This matter is one that should be dis¬ 
posed of as promptly as possible under 
the applicable rules and regulations and 
to that end: 

Take further notice that, pursuant to 
the authority contained in and subject 
to the jurisdiction conferred upon the 
Federal Power Commission by sections 
7 and 15 of the Natural Gas Act, and the 
Commission’s rules of practice and pro¬ 
cedure, a hearing will be held on Jan¬ 
uary 17, 1963, at 9:30 a.m., e.s.t, in a 
hearing room of the Federal Power Com¬ 
mission, 441 G Street NW., Washington, 
D.C., concerning the matters involved 
in and the issues presented by such ap¬ 
plication: Provided , however , That the 
Commission may, after a non-contested 
hearing, dispose of the proceedings pur¬ 
suant to the provisions of § 1.30(c) (1) or 
(2) of the Commission’s rules of practice 
and procedure. Under the procedure 
herein provided for, unless otherwise ad¬ 
vised, it will be unnecessary for Appli¬ 
cant to appear or be represented at the 
hearing. 

Protests or petitions to intervene may 
be filed with the Federal Power Commis¬ 
sion, Washington 25, D.C., in accordance 
with the rules of practice and procedure 
(18 CFR 1.8 or 1.10) on or before Jan¬ 
uary 9, 1963. Failure of any party to 
appear at and participate in the hearing 
shall be construed as waiver of and con¬ 
currence in omission herein of the in¬ 
termediate decision procedure in cases 
where a request therefor is made. 

Joseph H. Gutride, 

Secretary. 

[F.R. Doc. 62-12548; Filed, Dec. 19, 1962; 

8:45 a.m.] 


[Docket No. CP63-95] 

ARKANSAS LOUISIANA GAS CO. 

Notice of Application and Date of 
Hearing 

December 13, 1962. 

Take notice that on October 15, 1962, 
Arkansas Louisiana Gas Company (Ap¬ 
plicant) , Slattery Building, Shreveport, 
Louisiana, filed in Docket No. CP63-95 
an application pursuant to section 7(c) 
of the Natural Gas Act for a certificate 
of public convenience and necessity au¬ 
thorizing the construction during the 
calendar year 1963 and the operation of 
unspecified natural gas facilities to 
enable Applicant to make new direct 
industrial sales of natural gas from its 
main pipeline system, all as more fully 
set forth in the application which is on 
file with the Commission and open to 
public inspection. 

The purpose of this “budget-type” 
application is to enable Applicant to act 
with reasonable dispatch in establishing 
new delivery points without the delay 
incident to filing and processing individ¬ 
ual certificate applications for each new 
delivery point. 

Applicant estimates the annual gas 
requirements of the new direct industrial 
customers to be served through the sub¬ 


ject facilities to be approximately 
10,000,000 Mcf. 

The total cost of the proposed facili¬ 
ties will not exceed a maximum of 
$800,000, and no single project will ex¬ 
ceed a cost of $200,000. 

Applicant states that deliveries of 
interstate gas will not be made into the 
pipeline operated by Arkansas Industrial 
Pipeline Corporation which extends from 
a point near Perla, Arkansas, to a point 
near Helena, Arkansas, under the au¬ 
thorization herein requested. 

This matter is one that should be dis¬ 
posed of as promptly as possible under 
the applicable rules and regulations and 
to that end: 

Take further notice that, pursuant to 
the authority contained in and subject 
to the jurisdiction conferred upon the 
Federal Power Commission by sections 
7 and 15 of the Natural Gas Act, and 
the Commission’s rules of practice and 
procedure, a hearing will be held on 
January 17, 1963, at 9:30 a.m., e.s.t., in 
a hearing room of the Federal Power 
Commission, 441 G Street NW., Wash¬ 
ington, D.C., concerning the matters in¬ 
volved in and the issues presented by 
such application: Provided , however, 
That the Commission may, after a non- 
contested hearing, dispose of the pro¬ 
ceedings pursuant to the provisions of 
§ 1.30(c) (1) or (2) of the Commission’s 
rules of practice and procedure. Under 
the procedure herein provided for, un¬ 
less otherwise advised, it will be unneces¬ 
sary for Applicant to appear or be 
represented at the hearing. 

Protests or petitions to intervene may 
be filed with the Federal Power Commis¬ 
sion, Washington 25, D.C., in accord¬ 
ance with the rules of practice and 
procedure (18 CFR 1.8 or 1.10) on or 
before January 9, 1963. Failure of any 
party to appear at and participate in 
the hearing shall be construed as waiver 
of and concurrence in omission herein of 
the intermediate decision procedure in 
cases where a request therefor is made. 

Joseph H. Gutride, 
Secretary. 

[F.R. Doc. 62-12549; Filed, Dec. 19, 1962; 

8:45 a.m.] 


[Docket No. CP62-31] 

TRANSCONTINENTAL GAS PIPE LINE 
CORP. 

Notice of Application and Date of 
Hearing 

December 13,1962. 

Take notice that on August 10, 1961, 
Transcontinental Gas Pipe Line Corpo¬ 
ration (Transco), a Delaware corpora¬ 
tion having its principal place of business 
in Houston, Texas, filed an application, 
as amended on August 28, 1962, for a 
certificate of public convenience and nec¬ 
essity pursuant to section 7 of the Nat¬ 
ural Gas Act, as amended, authorizing 
the sale and delivery under its Rate 
Schedule ACQ-3 of an Annual Contract 
Quantity of 1,803,673 Mcf to North Penn 
Gas Company (North Penn) on a long¬ 
term basis commencing in the year 1963 
and an Annual Contract Quantity of 


3,577,381 Mcf to United Natural Gas 
Company (United) for the year 1963 
only, all as more fully set forth in the 
application which is on file with the 
Commission and open to public inspec¬ 
tion. North Penn requires its service 
from Transco commencing in the latter 
part of 1963, making its ACQ-3 volume 
for that first year 300,612 Mcf. 

The application recites that North 
Penn and United require the additional 
gas service proposed in order to meet the 
requirements of the residential, com¬ 
mercial and industrial establishments 
and public authorities which they serve 
directly and indirectly. 

Transco states that no facilities in 
addition to presently certificated facil¬ 
ities are required in order to render the 
proposed service except for a pipeline 
with two meter stations connecting 
Transco’s Leidy line with the transmis¬ 
sion facilities of the purchasers in the 
vicinity of Wharton, Potter County, 
Pennsylvania, presently pending certifi¬ 
cation in another proceeding before the 
Commission in Docket No. CP61-284. 

Take further notice that pursuant to 
the authority contained in and subject 
to the jurisdiction conferred upon the 
Federal Power Commission by sections 7 
and 15 of the Natural Gas Act, and the 
Commission’s rules of practice and pro¬ 
cedure, a hearing will be held on Janu¬ 
ary 17, 1963, at 9:30 a.m., e.s.t., in a 
hearing room of the Federal Power Com¬ 
mission, 441 G Street NW., Washington, 
D.C., concerning the matters involved in 
and the issues presented by such applica¬ 
tion. 

Protests or petitions to intervene may 
be filed with the Federal Power Commis¬ 
sion, Washington 25, D.C., in accordance 
with the rules of practice and procedure 
(18 CFR 1.8 or 1.10) on or before Janu¬ 
ary 7, 1963. 

Joseph H. Gutride, 
Secretary. 

[F.R. Doc. 62-12550; Filed, Dec. 19, 1962; 

8:45 a.m.] 


[Docket Nos. RI63-224—RI63-234] 

MIDWEST OIL CORP. ET AL. 

Order Providing for Hearings on and 
Suspension of Proposed Changes in 
Rates; 1 and Allowing Rate Changes 
To Become Effective Subject To 
Refund 

December 13,1962. 

Midwest Oil Corporation, Docket No. 
RI63-224; Texaco Inc., Docket No. RI63- 
225; Walter E. Smith, et al. d/b/a J. L. 
Jarvis et al. Oil and Gas Company, Dock¬ 
et No. RI63-226; Walter E. Smith, et 
al. d/b/a G. M. Yeager Gas Company, 
RI63-227; The Atlantic Refining Com¬ 
pany, Docket No. RI63-228; Hunt Oil 
Company, Docket No. RI63-229; Forest 
Oil Corporation, Docket No. RI63-230; 
Pan American Petroleum Corporation, 
Docket No. RI63-231; Gulf Oil Corpora¬ 
tion, Docket No. RI63-232; J. E. Jernigan 


1 This order does not provide for the con¬ 
solidation for hearing or disposition of the 
several matters covered herein, nor should 
it be so construed. 


















Thursday , December 20, 1962 

and Max V. Morgan, d/b/a Jernigan & 
Morgan Oil Company, Docket No. RI63- 
233; Jernigan & Morgan Transmission 
Company, Docket No. RI63-234. 

The above-named Respondents have 
tendered for filing proposed changes in 
presently effective rate schedules for 


FEDERAL REGISTER 

sales of natural gas subject to the juris¬ 
diction of the Commission. All of the 
sales are made at a pressure base of 14.65 
psia with the exceptions of the sales 
made by Walter E. Smith, et al. d/b/a 
J. L. Jarvis et al. Oil and Gas Company, 
and Walter E. Smith, et al. d/b/a G. M. 


12657 

Yeager Gas Company, which are made 
at a pressure base of 15.325 psia, and 
the sale made by Hunt Oil Company 2 * 
which is made at a pressure base of 
15.025 psia. The proposed changes, 
which constitute increased rates and 
charges, are designated as follows: 




Rate 

Sup¬ 

Docket 

Respondent 

sched¬ 

ple¬ 

No. 


ule 

ment 


No. 

No. 

RI63-224-— 

Midwest Oil Corp., 

4 

6 

1700 Broadway, 
Denver 2, Colo. 




RI63-225... 

Texaco, Inc., P.O. 

149 

2 

Box 2332, Houston 




1, Tex. Attn: Mr. 



R163-226... 

W. V. Vietti. 

Walter E. Smith et al., 

15 

2 

d/b/a J. L. Jarvis 




et al., Oil and Gas 
Co., Grantsville, 



RI63-227... 

W. Va. 

Walter E. Smith etal., 

14 

2 

d/b/a G. M. Yeager 
Gas Co., Grants¬ 
ville, W. Va. 




RI63-228— 

TheAtlanticRefining 

240 

1 to 3 


Co., P.O. Box 2819, 




Dallas 21, Tex. 

Attn: Mr.Wayne S. 
Smith. 



RI63-229... 

Hunt Oil Company, 

37 

4 

700 Mercantile Bank 
Bldg., Dallas 1, Tex. 





Hunt Oil Co_ 

51 

2 

RI63-230... 

Forest Oil Corp., Na¬ 
tional Bank of Com¬ 

19 

2 


merce Bldg., San 
Antonio 5, Tex. 



RI63-231... 

Pan American Petro¬ 

165 

4 


leum Corp., P.O. 
Box 591, Tulsa 2, 
Okla. 



RI63-232... 

Gulf Oil Corp., P.O. 

129 

2 


Drawer 2100, Hous¬ 
ton 1, Tex. 



RI63-233... 

J. E. Jernigan and 
Max V. Morgan, 

2 

3 


d/b/a Jernigan & 




Morgan Oil Co., 
c/o Mr. Barth P. 
Walker, 220 Cra¬ 
vens Bldg., Okla¬ 




homa City 2, Okla. 



RI63-234... 

Jernigan & Morgan 

1 

5 


Transmission Co., 
c/o Mr. Barth P. 
Walker, 220 Cra¬ 
vens Bldg., Okla¬ 




homa City 2, Okla. 




Purchaser and producing area 


Amount 
of annual 
increase 


El Paso Natural Gas Co. (Slaughter 
Field, Hockley County, Tex.) 
(R.R. Dist. No. 8). 

Colorado Interstate Gas Co. (Table 
Rock Unit, Sweetwater County, 
Wyo.). 

Cabot Corp. (Big Root Field, Center 
Dist., Calhoun County, W. Va.). 


Cabot Corp. (Middle Run Field, 
Sherman Dist., Calhoun County. 
W. Va.). 

El Paso Natural Gas Co. (Sprabcrry 
Field, Reagan County, Tex.) (R.R. 
Dists. Nos. 7-c). 


Southern Natural Gas Co. (Gwinville 
Field, Simpson and Jefferson Davis 
Counties, Miss.). 

Jernigan & Morgan Transmission Co. 
(E. Victor Field, Lincoln County, 
Okla.) (Other Oklahoma Area). 
_do.. 


.do.. 


.do.. 

.do.. 


Cities Service Gas Co. (East Victor 
Field, Lincoln County, Okla.) 
(Other Oklahoma Area). 


$3,943 
43,520 

33 

33 


Date 

filing 

tendered 


10-26-62 
11- 5-62 

11-13-62 

11-13-62 


12 11-14-62 


2,980 

900 

300 

323 

512 
6,090 


13, 795 


11-16-62 

11-14-62 

9-28-62 

11-19-62 

11-23-62 

11-23-62 


Effective 

date 

unless 

sus¬ 

pended 


11- 1-63 

11- 1-63 

12- 14-62 


4 12-15-62 

4 12-17-62 
4 12-23-62 
i12-23-62 

112-23-62 

4 12-24-62 
4 12-24-62 


Date sus¬ 
pended 
until— 


11-23-62 4 12-24-62 


6- 1-63 
6- 1-63 

*12-15-62 

* 12-15-62 

*12-16-62 

5-17-63 

5-23-63 

5-23-63 

5-23-63 

5-24-63 

5-24-63 


5-24-63 


Cents per Mcf 


Rate in 
effect 


a 11.0 

15.0 

12.0 

12.0 

17.1632 

20.0 

•9.0 

•9.0 

•9.0 

»io 9.0 
•9.0 


»11.0 


Proposed 

increased 

rate 


3 12.0 

3 16.0 

«13.824 

• 13.824 

7 17.2295 

3 21.0 
3 • 10.0 
*• 10.0 

3 « 1010. 0 

3 10 10.0 

3 »10.0 


3 912.0 


Rate in 
effect sub¬ 
ject to 
refund in 
docket 
Nos. 


RI60-177S 


G-14408 


i The stated effective date is the effective date requested by respondent. 

•Subject to B.t.u. adjustment downward from a base of 985 B.t.u, s. (Average 
B.t.u. content of gas during last 12-month period—1014 B.t.u.’s.) 

3 Periodic rate increase. , . , 

4 The stated effective date is the 1st day after expiration of the required statutory 
notice. 

8 Suspension period is limited to 1 day. 

* Revenue-sharing rate increase. 

7 Tax correction to supplement No. 3. 


8 Supplement No. 3 is suspended in docket No. RI60-177 until Aug. 17, 1960. 
Motion pursuant to section 4(e) of the Natural Gas Act filed on Nov. 14, 1902. 

» Subject to downward B.t.u. adjustment for gas containing less than 1,000 B.t.u.’s 
per cubic foot. , , , , _ 

10 Includes 2.0 cents per Mcf compression charge deducted by buyer. 

Note: The proposed rates of 10.0 cents per Mcf of Hunt, Forest, Pan American 
and Gulf for sales to Jernigan & Morgan Transmission Co. (Jernigan) do not exceed 
the applicable area price level but arc related to Jernigan’s proposed rate of 12.0 
cents per Mcf which does exceed the applicable ceiling. 


The revenue-sharing rate increases of 
Walter E. Smith, et al. d/b/a J. L. Jarvis 
et al. Oil and Gas Company and Walter 
E. Smith, et al. d/b/a G. M. Yeager Gas 
Company fall below the ceiling for in¬ 
creased rates in West Virginia, but 
should be suspended because they are 
based on the buyer’s (Cabot Corpora¬ 
tion) resale rate which is currently ef¬ 
fective subject to refund in Docket No. 
RI61-308. The suspension period for 
each of the aforementioned revenue- 
sharing increases may be shortened to 
one day from December 14,1962, the date 
of expiration of the required statutory 
notice. 

The tender of The Atlantic Refining 
Company (Atlantic) is a tax correction 
to a previous rate increase suspended by 
the Commission’s order issued on March 
9,1960, in Docket No. RI60-177 (formerly 
No. 246- 


designated as Argo Oil Corporation). 
Consistent with the Commission’s usual 
practice in similar instances, the pro¬ 
posed tax correction should be suspended 
for one day from December 15, 1962, the 
date of expiration of the required statu¬ 
tory notice. 

The other producers’ rate changes 
herein are periodic increases and exceed 
the applicable area price levels set forth 
in the Commission’s Statement of Gen¬ 
eral Policy No. 61-1, as amended (18 
CPR Ch. I, Part 2, § 2.56). 

The proposed changed rates and 
charges may be unjust, unreasonable, 
unduly discriminatory, or preferential, 
or otherwise unlawful. 

The Commission finds : It is necessary 
and proper in the public interest and to 
aid in the enforcement of the provisions 
of the Natural Gas Act that the Com¬ 


mission enter upon hearings concerning 
the lawfulness of the several proposed 
changes and that the above-designated 
supplements be suspended and the use 
thereof deferred as hereinafter ordered. 

The Commission orders: 

(A) Pursuant to the authority of the 
Natural Gas Act, particularly sections 4 
and 15 thereof, the Commission’s rules 
of practice and procedure, and the regu¬ 
lations under the Natural Gas Act (18 
CFR Ch. I), public hearings shall be held 
upon dates to be fixed by notices from 
the Secretary concerning the lawfulness 
of the several proposed changed rates 
and charges contained in the above- 
designated supplements. 


2 Contained in Supplement No. 4 to Hunt's 

FPC Gas Rate Schedule No. 37. 
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NOTICES 


(B) Pending hearings and decisions 
thereon, the above-designated rate sup¬ 
plements are hereby suspended and the 
use thereof deferred until the date in¬ 
dicated in the above “Date Suspended 
Until” column, and thereafter until such 
further time as they are made effective 
in the manner prescribed by the Natural 
Gas Act: Provided , however , That the 
supplements to the rate schedules filed by 
Walter E. Smith, et al. d/b/a J. L. Jarvis 
et al. Oil and Gas Company, in Docket 
No. RI63-226, Walter E. Smith, et al. 
d/b/a G. M. Yeager Gas Company, in 
Docket No. RI63-227, and The Atlantic 
Refining Company, in Docket No. RI63- 
228, suspended for one day, as set forth 
above, shall become effective subject to 
refund on the date and in the manner 
prescribed if within 20 days from the 
date of issuance of this order Respond¬ 
ents shall each execute and file under its 
above-designated docket number with 
the Secretary of the Commission its (or 
his) agreement and undertaking to com¬ 
ply with the refunding and reporting 
procedure required by the Natural Gas 
Act and § 154.102 of the regulations 
thereunder, accompanied by a certificate 
showing service of copies upon all pur¬ 
chasers under the rate schedule involved. 
Unless Respondents are advised to the 
contrary within 15 days after the filing 
of their respective agreements and un¬ 
dertakings, such agreements and under¬ 
takings shall be deemed to have been 
accepted. 

(C) Neither the supplements hereby 
suspended, nor the rate schedules sought 
to be altered thereby, shall be changed 
until these proceedings have been dis¬ 
posed of or until the periods of suspen¬ 
sion have expired unless otherwise or¬ 
dered by the Commission. 

(D) Notices of intervention or peti¬ 
tions to intervene may be filed with the 
Federal Power Commission, Washington 
25, D.C., in accordance with the rules of 
practice and procedure (18 CFR 1.8 and 
1.37(f)) on or before January 28, 1963. 

By the Commission. 

Joseph H. Gtttride, 
Secretary. 

IF.R. Doc. 62-12547; Filed, Dec. 19, 1962; 

8:45 a.m.] 

SECURITIES AND EXCHANGE 
COMMISSION 

[File No. 812-1543] 

BROAD STREET INVESTING CORP. 

Notice of Filing of Application 

December 14,1962. 

Notice is hereby given that Broad 
Street Investing Corporation (“Broad 
Street”), 65 Broadway, New York, New 
York, a registered open-end investment 
company, has filed an application pur¬ 
suant to section 6(c) of the Investment 
Company Act of 1940 (“Act”) for an or¬ 
der of the Commission exempting from 
the provisions of section 22(d) of the Act 
the proposed issuance of its shares at 
net asset value for substantially all of the 


cash and securities of Merrill-Worth 
Corporation (“Merrill-Worth”). All 
interested persons are referred to the 
application as filed with the Commission 
for a complete statement of the repre¬ 
sentations therein which are summarized 
below. 

Shares of Broad Street, a Maryland 
Corporation, are offered to the public on 
a continuous basis at net asset value plus 
varying sales charges dependent on the 
amount purchased. As of November 21, 
1962 the net assets of Broad Street 
amounted to $243,933,562. 

Merrill-Worth, a Michigan corpora¬ 
tion, is a closed-end investment company 
with seventeen stockholders (with seven¬ 
teen other persons having beneficial 
interest in its stock) which engages in the 
business of investing and reinvesting its 
funds. Merrill-Worth is exempt from 
registration under the Act by reason of 
the provisions of section 3(c) (1) thereof. 
Pursuant to an agreement between Broad 
Street and Merrill-Worth, substantially 
all of the cash and securities of Merrill- 
Worth with a value of approximately $3,- 
036,699 as of November 21, 1962, will be 
transferred to Broad Street in exchange 
for shares of stock of Broad Street. The 
shares acquired by Merrill-Worth are to 
be distributed to its shareholders, on the 
liquidation of Merrill-Worth. None of 
the stockholders have any present inten¬ 
tion of redeeming or otherwise trans¬ 
ferring the shares of Broad Street which 
they acquire. The number of shares of 
Broad Street to be delivered to Merrill- 
Worth will be determined by dividing the 
net asset value per share of Broad Street 
in effect at the closing time into the 
value of the Merrill-Worth assets to be 
exchanged (with certain adjustments as 
set forth below). The valuation time is 
fixed in the agreement as 3:30 p.m. on 
December 20, 1962 or on such later date 
as may be mutually agreed upon. 

Since the exchange will be tax free 
for Merrill-Worth and its shareholders, 
Broad Street’s cost basis for tax purposes 
on the assets acquired from Merrill- 
Worth will be the same as for Merrill- 
Worth, rather than the price actually 
paid by Broad Street for the assets. Of 
the assets to be acquired from Merrill- 
Worth, Broad Street intends to retain in 
its portfolio, subject to changes in in¬ 
vestment conditions and considerations, 
securities having a value as of Novem¬ 
ber 21, 1962, of $1,646,321, including 
unrealized appreciation of $533,196. 
Broad Street will also acquire from 
Merrill-Worth for retention cash in the 
amount of $387,000. Other securities 
to be acquired from Merrill-Worth will 
be sold by Broad Street after acquisi¬ 
tion. As of November 21, 1962, the 
market value of these securities was 
$1,003,378 and the unrealized capital 
gain thereon was $487,327. As of No¬ 
vember 21, 1962, Broad Street had un¬ 
realized appreciation of $65,646,756 and 
undistributed realized gains of $4,689,901, 
of which $799,454 and $56,654, respec¬ 
tively, would have become applicable to 
the shares of Broad Street issued to 
Merrill-Worth if the proposed acquisi¬ 
tion of Merrill-Worth assets had oc¬ 
curred on this date. 


Because Broad Street will acquire 
securities from Merrill-Worth at a tax- 
cost basis less than the price actually 
paid therefor, their sale after acquisition 
will result in artificial capital gains and 
consequent tax liability thereon to the 
present shareholders of Broad Street. 
As an offset to this unfavorable tax con¬ 
sequence, the acquisition of the Merrill- 
Worth assets will result in a potential 
tax benefit to the present shareholders 
of Broad Street by reason of a reduction 
in the net unrealized appreciation ap¬ 
plicable to their shares. An adjustment, 
which takes into account the tax conse¬ 
quences of the exchange, is to be made 
in the value of the Merrill-Worth assets 
in accordance with the following 
formula: 

(1) In respect of the securities of 
Merrill-Worth that Broad Street pres¬ 
ently intends to sell and the resulting 
artificial capital gain thereon, there 
shall be determined the difference be¬ 
tween net unrealized taxable capital 
gain on said securities and the portion 
of the realized but undistributed taxable 
long-term capital gain of Broad Street 
allocable to the aggregate shares of 
Broad Street to be issued to Merrill- 
Worth. (Such difference, as of Novem¬ 
ber 21, 1962 amounted to $430,673.) 

(2) In respect of the securities of 
Merrill-Worth that Broad Street pres¬ 
ently intends to hold following acquisi¬ 
tion, there shall be determined the 
difference between net unrealized tax¬ 
able capital gain on said securities and 
the portion of Broad Street’s unrealized 
appreciation applicable to the aggregate 
shares of Broad Street to be issued to 
Merrill-Worth determined on a pro 
forma basis giving effect to the acquisi¬ 
tion of the assets of Merrill-Worth. 
(Such difference as of November 21, 1962 
amounted to a negative amount of 
$266,258.) 

(3) The amount computed under (1) 
shall be increased by the amount, if 
positive, or decreased by 50 percent of 
the amount, if negative, computed under 
(2), and 12 y 2 percent of the resulting 
amount ($297,544 as of November 21, 
1962), which is the adjustment for ex¬ 
cess unrealized appreciation of Merrill- 
Worth, shall be applied to reduce the 
value of the assets of Merrill-Worth to 
be acquired. If the valuation under the 
agreement had taken place on Novem¬ 
ber 21, 1962 the adjustment to the mar¬ 
ket value of the assets of Merrill-Worth 
to be acquired would have amounted to 
$37,193. 

The application, in the foregoing for¬ 
mula, of a 50 percent factor to the 
reduction in unrealized appreciation re¬ 
sulting from the acquisition of the 
Merrill-Worth assets, is intended to 
recognize that this will be of full bene¬ 
fit to the present shareholders of Broad 
Street only in the indefinite future at 
such time, if any, as all the present un¬ 
realized appreciation in Broad Street’s 
portfolio is realized, whereas an imme¬ 
diate tax liability will result from the 
realization of artificial capital gains 
upon the sale after acquisition of certain 
securities acquired from Merrill-Worth. 
The rate of 12^ percent applied to the 
excess unrealized appreciation of Mer¬ 
rill-Worth is used as an estimated meas- 
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ure of the average tax rate payable on 
capital gains by Broad Street share¬ 
holders. 

Applicant states that the increase in 
the number of applicant’s shares out¬ 
standing which would result from the 
proposed transaction would tend to re¬ 
duce per share expenses, since it is 
furnished investment research and ad¬ 
ministrative facilities and services at 
cost and it is not expected that such 
cost will increase in proportion to the 
increase in assets which would result 
from the proposed transaction. 

The application recites that the terms 
of the entire transaction were arrived at 
through arm’s-length bargaining be¬ 
tween Broad Street and Merrill-Worth. 
The application further states that there 
is no affiliation or relationship of any 
kind between the officers and directors 
of Broad Street and the officers, di¬ 
rectors, and stockholders of Merrill- 
Worth. 

Section 22(d) of the Act provides, in 
pertinent part, that no registered invest¬ 
ment company shall sell any redeemable 
security issued by it to any person except 
at a current offering price described in 
the prospectus, with certain exceptions 
not applicable here. Under the terms of 
the Agreement, however, the shares of 
Broad Street are to be issued to Merrill- 
Worth at a price other than the public 
offering price stated in the prospectus, 
which lists a sales charge of 1.8 percent 
for sales of $500,000 or over. 

Section 6(c) of the Act authorizes the 
Commission by order upon application 
to exempt, conditionally or uncondi¬ 
tionally, any transaction from any pro¬ 
vision of the Act or of any rule or regula¬ 
tion thereunder, if and to the extent that 
the Commission finds that such exemp¬ 
tion is necessary or appropriate in the 
public interest and consistent with the 
protection of investors and the purposes 
fairly intended by the policy and pro¬ 
visions of the Act. 

Notice is further given that any in¬ 
terested person may, not later than De¬ 
cember 28, 1962 at 5:30 p.m. submit to 
the Commission in writing a request for 
a hearing on the matter accompanied by 
a statement as to the nature of his in¬ 
terest, the reason for such request and 
the issues of fact or law proposed to be 
controverted, or he may request that he 
be notified if the Commission shall order 
a hearing thereon. Any such communi¬ 
cation should be addressed: Secretary, 
Securities and Exchange Commission, 
Washintgon 25, D.C. A copy of such 
request shall be served personally or by 
mail (airmail if the person being served 
is located more than 500 miles from the 
point of mailing) upon Applicant. Proof 
of such service (by affidavit or ii) case of 
an attorney-at-law by certificate) shall 
be filed contemporaneously with the re¬ 
quest. At any time after said date, as 
provided by Rule 0-5 of the rules and 
regulations promulgated under the Act, 
an order disposing of the application 
herein may be issued by the Commission 
upon the basis of the showing contained 
in said application, unless an order for 
hearing upon said application shall be 
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issued upon request or upon the Com¬ 
mission’s own motion. 

By the Commission. 

[seal] Orval L. DuBois, 

Secretary. 

[F.R. Doc. 62-12559; Filed, Dec. 19, 1962; 
8:47 a.m.] 


[File No. 812-1547] 

CONSOLIDATION COAL CO. AND 
NATIONAL STEEL CO. 

Notice of Filing of Application 

December 14, 1962. 

Notice is hereby given that Consoli¬ 
dation Coal Company (“Consol”), Hop¬ 
pers Building, Pittsburgh 19, Pennsyl¬ 
vania, and National Steel Company 
(“National”), 2800 Grant Building, Pitts¬ 
burgh 19, Pennsylvania, have filed an 
application pursuant to sections 6(c), 
17(b) and 17(d) of the Investment Com¬ 
pany Act of 1940 and Rule 17d-l there¬ 
under to permit Consol and National to 
participate in the organization, financing 
and operation of the Itmann Coal Com¬ 
pany (“Itmann”). All interested per¬ 
sons are referred to the application, 
which is on file with the Commission, for 
a full statement of the applicants’ rep¬ 
resentations which are summarized 
below. 

The M. A. Hanna Company (“Hanna”), 
a registered closed-end, non-diversified 
investment company, owns approxi¬ 
mately 22 percent of the outstanding 
voting securities of Consol and approxi¬ 
mately 26 percent of the outstanding vot¬ 
ing securities of National. By reason of 
these holdings, Consol and National are 
affiliated persons of Hanna and National 
is presumptively controlled by Hanna. 
Consol is primarily engaged in the pro¬ 
duction and marketing of bituminous 
and lignite coal and National is prin¬ 
cipally engaged in the business of pro¬ 
ducing, processing and marketing steel 
and steel products. 

Itmann is to be incorporated in West 
Virginia and will have a total authorized 
capital stock of 30,000 shares, of which 
Consol will purchase % (20,000 shares) 
for $2,000,000 cash and National will pur¬ 
chase V 3 (10,000 shares) for $1,000,000 
cash. Consol will convey to Itmann the 
Itmann coal mine, together with a mod¬ 
ern cleaning plant, loading facilities and 
related buildings and equipment, for a 
total consideration of $16,000,000. The 
Itmann mine is a modern underground 
mine in Wyoming County, West Virginia 
presently in operation, and has an an¬ 
nual capacity of 3,000,000 tons of coal 
and an estimated life expectancy of 30 
years. The purchase price for the mine 
will be $4,500,000 in cash and $11,500,000 
face amount of promissory notes of It¬ 
mann. Itmann will arrange for a bank 
loan with a bank unaffiliated with 
Hanna, National or Consol, for $4,000,000 
of the cash payment, the remaining 
$500,000 to be paid out of the proceeds of 
the above-mentioned sales to Consol and 
National of Itmann stock. The promis¬ 
sory notes will call for level payments 
of principal and interest over a period 


of seven years; interest will be at the 
rate of 4% percent for the first five years 
and 4% percent for the remaining two 
years; and the notes will be prepayable 
at any time without penalty. The in¬ 
terest rates and term of the notes given 
to Consol will be the same as those of 
the bank loan. National will guarantee 
y 3 of the total debt to be incurred by 
Itmann, by guaranteeing the entire 
$4,000,000 bank loan and $1,166,667 of 
the principal amount of the Itmann 
notes given to Consol. 

Consol will sublease to Itmann approx¬ 
imately 25,000 acres of coal lands located 
in Wyoming and adjacent counties in 
West Virginia and now held by Consol 
under leases. The Itmann mine is lo¬ 
cated on such coal lands and the coal 
reserves contained therein will be ade¬ 
quate to maintain the mine for 30 years. 
The royalty rate and the minimum 
royalties provided in such sublease are 
comparable to other such royalties being 
paid under similar leases entered into 
with unaffiliated companies by Consol as 
lessor. The lease will be the standard 
form of lease used in the Pocahontas 
coal field in West Virginia and Virginia 
and will continue in effect until all of 
the coal in the subleased premises has 
been mined and removed by Itmann. 
While the sublease will be subject to the 
terms of existing leases for such coal 
acreage now held by Consol, none of such 
terms will materially effect the right of 
Itmann to mine and remove all the coal 
in the sublease. 

In the event that, for each of any 
three consecutive years after January 
1, 1965, National’s low-volatile coal pur¬ 
chases are less than one-third of the 
production of the Itmann mine, Consol 
will have the option to purchase from 
National, at book value, shares of Itmann 
stock sufficient to adjust National’s rela¬ 
tive stock ownership downward to its 
percentage of total Itmann production. 
National will have an option to repur¬ 
chase such shares at book value when 
its low-volatile coal purchases again 
equal one-third of the total production 
of the Itmann mine for three consecu¬ 
tive calendar years. 

In the event that, for any three-year 
period after January 1, 1965, Consol’s 
purchases from Itmann are less than the 
amount specified in the contract, Na¬ 
tional will have the option to purchase 
from Consol at book value shares of 
Itmann stock sufficient to adjust its per¬ 
centage of stock ownership to its per¬ 
centage of the total coal production of 
Itmann during such three-year period. 
In the event of such downward adjust¬ 
ment in Consol’s stock ownership, its 
coal purchase commitment will be ad¬ 
justed accordingly; and Consol will have 
the option to repurchase from Itmann 
shares at book value when its coal pur¬ 
chases over a three-year period again 
meet its commitment as it existed be¬ 
fore the adjustment. 

Under a proposed coal purchase con¬ 
tract between National, Consol, and 
Itmann, the price for all coal purchased 
by National and Consol from Itmann will 
be the domestic market price in effect 
from time to time for coal of similar 
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quality sold under similar terms and con¬ 
ditions for metallurgical use. The con¬ 
tract will continue in effect for the life 
of the Itmann mine, and while Consol 
has no right to cancel the contract, Na¬ 
tional has the right, exercisable on two 
years’ notice, to cancel the contract after 
either ten or twenty years. In the event 
of cancellation by National on either of 
such dates, National will sell and Consol 
will purchase all of National’s shares of 
Itmann stock at a price per share equal 
to Itmann’s net current assets divided 
by the total number of Itmann shares 
then outstanding. 

Other than as set out above, the 
Itmann shares will not be transferable, 
except that, if either National or Consol 
should desire to dispose of all of its 
Itmann shares, the other such stock¬ 
holder will have the option to purchase 
such shares at a price equal to that of 
any bona fide offer by a third party. 
National and Consol contemplate that 
there may be other participants in 
Itmann and its coal production, and 
Consol may sell to another company part 
of Consol’s shares in Itmann and of the 
production of the Itmann mine, other 
than that to which National is entitled, 
on terms no more favorable than those 
then available to National. 

Itmann and Consol will also enter into 
a management agreement whereby Con¬ 
sol will have supervision of the Itmann 
mine and will be paid an annual fee 
equal* to 2 percent of the gross proceeds 
received from the first 1,500,000 tons of 
coal sold by Itmann, and 1 V 2 percent on 
any additional tonnage. This manage¬ 
ment fee is generally comparable to that 
received by Consol for rendering similar 
services to jointly owned companies and 
parallels that received in the most re¬ 
cently formed joint company negotiated 
with a company not affiliated with 
Hanna, National or Consol. 

Finally, Consol will agree to waive 
(beginning November 1, 1962) the mini¬ 
mum annual royalty of $319,200 now 
payable under a lease dated January 14, 
1952 between Consol and a subsidiary of 
National, for the remaining period of 
such lease, unless and until mining op¬ 
erations are resumed thereunder. This 
waiver by Consol was agreed to as a part 
of the overall realignment of National’s 
sources of coal supply and in order to 
provide Consol another market for its 
coal, although of a different type and 
produced from other properties. In the 
opinion of Consol, the overall benefits to 
be derived from the realignment fully 
justify the waiver. 

Section 17(d) of the Act and Rule 
17d-l thereunder, taken together pro¬ 
vide, among other things, that it shall 
be unlawful, with certain exceptions not 
applicable here, for an affiliated person 
of a registered investment company or 
any affiliated person of such a person, 
acting as principal, to participate in, or 
effect any transaction in connection with 
any joint enterprise or arrangement in 
which any such registered company, or 
a company controlled by such registered 
company, is a participant unless an ap¬ 
plication regarding such arrangement 
has been granted by the Commission, and 
that, in passing upon such an applica¬ 
tion, the Commission will consider 
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whether the participation of such regis¬ 
tered company or controlled company in 
such arrangement is consistent with the 
provisions, policies and purposes of the 
Act and the extent to which such partici¬ 
pation is on a basis different from or less 
advantageous than that of other par¬ 
ticipants. 

Section 17(a) of the Act, as here perti¬ 
nent, prohibits an affiliated person of a 
registered investment company, or an 
affiliated person of such a person, from 
selling to, or purchasing from, such reg¬ 
istered company or any company con¬ 
trolled by such company securities or 
property, unless the Commission upon 
application pursuant to section 17(b), 
grants an exemption from section 17(a) 
upon a finding that the terms of the pro¬ 
posed transaction, including the consid¬ 
eration to be paid, are reasonable and 
fair and do not involve overreaching on 
the part of any person concerned, that 
the proposed transaction is consistent 
with the policy of each registered invest¬ 
ment company concerned, as recited in 
its registration statement and reports 
filed under the Act, and is consistent 
with the general purposes of the Act. 

Section 6(c) authorizes the Commis¬ 
sion to exempt any person, security, or 
transaction, or any class or classes of 
persons, securities, or transactions, from 
the provisions of the Act and rules 
promulgated thereunder if and to the 
extent that such exemption is necessary 
or appropriate in the public interest and 
consistent with the protection of in¬ 
vestors and the purposes fairly intended 
by the policy and provisions of the Act. 

Applicants state that from the stand¬ 
point of National, participation in joint 
enterprises such as Itmann provides an 
assured supply of coal extremely im¬ 
portant and necessary to meet its steel 
coking needs and, from the standpoint 
of Consol, the formation of Itmann af¬ 
fords an opportunity to have a steady 
customer for some of its low-volatile coal 
capacity, the market for which is 
normally subject to wide fluctuation. 
Applicants also state that in the coal 
industry today, joint ownership of coal 
producing companies by commercial coal 
operators and large steel companies is 
becoming increasingly common. The 
proposed formation of Itmann Coal 
Company represents the fourth such 
venture to be entered into by Consol and 
the third by National. Recently, Na¬ 
tional has entered into a similar trans¬ 
action with a competitor of Consol cov¬ 
ering other than low-volatile coal and 
Consol has entered into a similar trans¬ 
action with another steel company, a 
competitor of National. 

The relative participation by Consol 
and National in Itmann is based pri¬ 
marily on National’s needs for coal now 
and in the future. Thus National is to 
own one-third of the stock and guaran¬ 
tee one-third of the debt of Itmann and 
its obligation and rights to purchase the 
coal production of Itmann is generally 
one-third of total production. Adjust¬ 
ment provisions are provided in the con¬ 
tract to permit changes in its stock own¬ 
ership (and thus participation in profits) 
to the extent its purchases exceed one- 
third of total production or Consol fails 
to meet its obligations to purchase coal. 


The price of $16,000,000 for the Itmann 
mine was reached after a detailed ap¬ 
praisal by representatives of Consol and 
National of the depreciated fair market 
value of items of plant and equipment to 
be sold, and this appraisal totals some¬ 
what in excess of $16,000,000. The price 
also takes into account the estimated 
return which Consol could expect to re¬ 
ceive from the property if it were oper¬ 
ated on a commercial basis without a 
substantial amount of production being 
consumed by a part owner, and is in 
line with the price at which Consol and 
others have sold mines in recent years. 
The parties also took into account re¬ 
placement value, having in mind that 
it is generally recognized in the industry 
today that to open a new underground 
mine would cost $10 to $11 per annual 
ton of capacity. For a mine comparable 
to Itmann this would mean an aggre¬ 
gate cost in excess of $30,000,000. 

Applicants further represent that the 
terms of the agreement between them 
have been reached only after extensive 
and prolonged bargaining by both ap¬ 
plicants and represent the best economic 
and business judgment of the two ap¬ 
plicants. 

The application further states that the 
royalty rates relevant to Itmann and 
certain information and certain terms of 
the coal purchase contract have been 
omitted from the application on the 
grounds that public disclosure of such 
information would be detrimental to the 
competitive position of both Consol and 
National. The application states fur¬ 
ther that such royalty rates, as well as 
certain information supporting the 
statements.contained in the application 
will be furnished to the Commission by 
separate amendments to the application 
by Consol and National. Applicants 
state that the disclosure of certain of 
such information solely within the 
knowledge of Consol or National would 
be revealing trade secrets to National 
of National’s competitors and to Consol 
of Consol’s competitors and confidential 
treatment of such information has ac¬ 
cordingly been requested pursuant to 
section 45(a) of the Act. 

Notice is further given that any in¬ 
terested person may, not later than De¬ 
cember 28, 1962, at 5:30 p.m., submit 
to the Commission in writing a request 
for a hearing on the matter accompanied 
by a statement as to the nature of his 
interest, the reason for such request and 
the issues of fact or law proposed to be 
controverted, or he may request that he 
be notified if the Commission shall or¬ 
der a hearing thereon. Any such com¬ 
munication should be addressed: Secre¬ 
tary, Securities and Exchange Commis¬ 
sion, Washington 25, D.C. A copy of 
such request shall be served personally 
or by mail (airmail if the person being 
served is located more than 500 miles 
from the point of mailing) upon appli¬ 
cant at the address stated above. Proof 
of such service (by affidavit or in case 
of an attorney-at-law by certificate) 
shall be filed contemporaneously with 
the request. At any time after said 
date, as provided by Rule 0-5 of the 
rules and regulations promulgated under 
the Act, an order disposing of the ap¬ 
plication herein may be issued by the 
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Commission upon the basis of the show¬ 
ing contained in said application, un¬ 
less an order for hearing upon said ap¬ 
plication shall be issued upon request 
or upon the Commission’s own motion. 

By the Commission. 

[seal] Orval L. DuBois, 

Secretary. 

[PR Doc. 62-12560; Filed, Dec. 19, 1962; 
1 8:47 a.m.l 


[File No. 812-1549] 

TRANSATLANTIC FUND LTD. 

Notice of Application by Canadian 
Investment Company for Condi¬ 
tional Order Permitting its Regis¬ 
tration 

December 14, 1962. 
Notice is hereby given that Transat¬ 
lantic Fund Ltd. (“Applicant”), an in¬ 
vestment company chartered under the 
Companies Act of Canada has filed an 
application pursuant to section 7(d) of 
the Investment Company Act of 1940 
and Rule 7d-l thereunder seeking a con¬ 
ditional order of the Commission per¬ 
mitting the Applicant to register as an 
investment company under the Act. All 
interested persons are referred to the 
application on file with the Commission 
for a complete statement of the facts 
which are summarized below. 

Section 7(d) of the Act, among other 
things, prohibits a foreign investment 
company from making a public offering 
of any security of which it is the issuer 
by use of the mails or any means or 
instrumentality of interstate commerce 
unless the Commission, upon applica¬ 
tion, issues a conditional or uncondi¬ 
tional order permitting such company 
to register under the Act and to make 
a public offering of its securities in the 
United States. To issue such an order 
the Commission must find that by rea¬ 
son of special circumstances or arrange¬ 
ments, it is both legally and practically 
feasible effectively to enforce the pro¬ 
visions of the Act against such company 
and that the issuance of such order is 
otherwise consistent with the public in¬ 
terest and the protection of investors. 

Applicant is a Canadian corporation 
organized under the Dominion Compa¬ 
nies Act by Letters Patent dated April 
7, 1959; its main office is located at 20 
King Street, East, Toronto, Ontario. 

Applicant was organized to provide a 
medium for investment primarily in 
shares or other equity securities of com¬ 
panies domiciled in the European Com¬ 
mon Market countries, Great Britain, the 
British Commonwealth countries and, to 
a limited extent elsewhere in the Free 
World. The investment adviser of the 
Applicant is Kleinwort, Benson Ltd., Lon¬ 
don. Applicant’s net assets as of Sep¬ 
tember 30, 1962 expressed in United 
States Dollars was $18,440,670, equivalent 
to $1,356.63 per outstanding share. 

The authorized capital stock of Ap¬ 
plicant consists of 20,000 Special Shares, 
of the par value of $100 each, of which 
13,593 shares are outstanding, and 1,000 
deferred shares of the par value of $1 
each, of which none are outstanding. Its 
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outstanding Special Shares are held of 
record by 71 stockholders in the ag¬ 
gregate, 13,507 shares being held of rec¬ 
ord by 67 stockholders having addresses 
within the United States and the remain¬ 
ing 86 outstanding Special Shares being 
held by others. Applicant is advised that 
the shares held of record by one of such 
United States stockholders include shares 
owned beneficially by more than 50 per¬ 
sons. It is stated that Applicant’s out¬ 
standing shares have been privately of¬ 
fered and issued in “transactions * * * 
not involving any public offering” within 
the meaning of section 4(1) of the Secu¬ 
rities Act of 1933. The initial placement 
of its shares consisted of 7,500 shares sold 
on or about May 1, 1959 at a price of 
$1,000 per share, the minimum purchase 
by any single purchaser, other than di¬ 
rectors of Applicant, being required to 
be at least $100,000. 

The Applicant represents that it has 
not made and is not presently making 
any public offering of its securities and 
has no principal underwriter. 

At the present time a majority of the 
directors of Applicant are not citizens of 
the United States. The Applicant pro¬ 
poses to elect additional directors so that 
a majority of its directors will be United 
States citizens of whom a majority will 
be resident in the United States. 

Applicant proposes to enter into an 
amended investment advisory agreement 
with its present advisor, Kleinwort, Ben¬ 
son Ltd., London containing provisions 
in compliance with the requirements of 
sections 15, 17(i) and 31 of the Act and 
the rules thereunder requiring that the 
investment advisor maintain in the 
United States its books and records or 
duplicate copies thereof relating to the 
Applicant. 

At the present time, the custodian of 
Applicant’s assets is Brown Brothers 
Harriman & Co., New York, New York 
under a contract dated April 30, 1959. 
The Applicant proposes to enter into a 
custodian agreement with Bankers Trust 
Co. under which said bank will maintain 
in its sole custody in the United States 
all of the Applicant’s securities and cash 
other than cash necessary to meet Ap¬ 
plicant’s current administrative expenses 
which new contract will contain the pro¬ 
visions required by Rule 7d-l. 

The present auditors of the Applicant 
are Messrs. Clarkson, Gordon & Co., To¬ 
ronto, Ontario. Applicant proposes to 
appoint as its auditors Messrs. Arthur 
Young, Clarkson, Gordon & Co. who 
maintain a permanent office and place 
of business in the United States and who 
are qualified to act as independent public 
accountants for Applicant under section 
32(a) of the Act and the rules there¬ 
under. 

The Applicant desires to register un¬ 
der the Act to avoid detrimental tax con¬ 
sequences to the United States share¬ 
holders. Under the provisions of the 
Internal Revenue Code of 1954, as 
amended (“Code”) by the Revenue Act 
of 1962, the United States shareholders 
of the Applicant will suffer substantial 
detriment unless prior to January 1,1963 
the Applicant (a) is registered under the 
Act and (b) makes the election provided 
for in section 1247(a) (1) of the Code for 
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distribution of income currently with re¬ 
spect to each taxable year beginning 
after December 31, 1962. The Applicant 
intends to make such election immedi¬ 
ately upon its registration under the Act. 
Absent such registration and election, 
gains realized on a sale or exchange of 
Applicant’s stock would be taxed as ordi¬ 
nary income. 

The Applicant cannot at this time 
effect full compliance with Rule 7d-l 
and there is insufficient time between 
the date hereof and December 31, 1962 
for the Applicant to effect such full com¬ 
pliance. The Applicant’s charter and 
by-laws ihust be amended for such pur¬ 
pose and under Canadian statutory pro¬ 
cedure and Applicant’s by-laws, such 
amendment will require a period of not 
less than 30 days following adoption and 
approval of such amendment by its 
Board of Directors. Applicant repre¬ 
sents that it anticipates no difficulties on 
its part in effecting compliance with the 
requirements of Rule 7d-l, subject to 
such modifications thereof as have been 
permitted by the Commission on appli¬ 
cation for other foreign registrants un¬ 
der the Act, principally as to the custody 
and exercise of rights received by Appli¬ 
cant as a shareholder of foreign com¬ 
panies and as to treating certain foreign 
securities exchanges in addition to the 
Toronto and Montreal Stock Exchanges 
as recognized securities exchanges for 
purposes of section 22(e) of the Act. 

Applicant represents that it believes 
the Commission may properly issue the 
order herein applied for permitting the 
Applicant to register under the Act on 
or prior to December 31, 1962 by the 
filing of a notification of registration on 
Form N-8A as being consistent with the 
public interest and the protection of in¬ 
vestors if such order be on condition 
that, until further order of the Commis¬ 
sion, (a) Applicant shall make no public 
offering of any securities of which it is 
the issuer and (b) Applicant will effect 
full compliance with the requirements of 
the Commission’s Rule 7d-l, except as 
they may be modified by the Commission, 
on or prior to June 30, 1963. 

Notice is further given that any inter¬ 
ested person may, not later than De¬ 
cember 28, 1962, at 5:30 p.m. submit to 
the Commission in writing a request for 
a hearing on the matter accompanied by 
a statement as to the nature of his inter¬ 
est, the reason for such request and the 
issues of fact or law proposed to be con¬ 
troverted, or he may request that he be 
notified if the Commission shall order a 
hearing thereon. Any such communica¬ 
tion should be addressed: Secretary, Se¬ 
curities and Exchange Commission, 
Washington 25, D.C. A copy of such 
request shall be served personally or by 
mail (air mail if the person being served 
is located more than 500 miles from the 
point of mailing) upon Transatlantic. 
Proof of such service (by affidavit or in 
case of an attorney-at-law by certificate) 
shall be filed contemporaneously with 
the request. At any time after said date, 
as provided by Rule 0-5 of the rules and 
regulation promulgated under the Act, 
an order disposing of the application 
herein may be issued by the Commission 
upon the basis of the showing contained 
in said application, unless an order for 







12662 


NOTICES 


hearing upon said application shall be 
issued upon request or upon the Com¬ 
mission’s own motion. 

By the Commission. 

[seal] Orval L. DuBois, 

Secretary. 

[F.R. Doc. 62-12561; Filed, Dec. 19, 1962; 
8:48 a.m.] 


DEPARTMENT OF LABOR 

Wage and Hour Division 

CERTIFICATES AUTHORIZING EM¬ 
PLOYMENT OF LEARNERS AT SPE¬ 
CIAL MINIMUM RATES 

Notice is hereby given that pursuant 
to section 14 of the Pair Labor Standards 
Act of 1938 (52 Stat. 1060, as amended, 
29 U.S.C. 201 et seq.), and Administra¬ 
tive Order No. 561 (27 F.R. 4001) the 
firms listed in this notice have been 
issued special certificates authorizing the 
employment of learners at hourly wage 
rates lower than the minimum wage 
rates otherwise applicable under section 
6 of the Act. The effective and expira¬ 
tion dates, occupations, wage rates, num¬ 
ber or proportion of learners, learning 
periods, and the principal product man¬ 
ufactured by the employer for certifi¬ 
cates issued under general learner regu¬ 
lations (29 CFR 522.1 to 522.9) are as 
indicated below. Conditions provided 
in certificates issued under the supple¬ 
mental industry regulations cited in the 
captions below are as established in those 
regulations. 

Apparel Industry Learner Regulations 
(29 CFR 522.1 to 522.9, as amended, and 
29 CFR 522.20 to 522.25, as amended). 

The following learner certificates were 
issued authorizing the employment of 
10 percent of the total number of fac¬ 
tory production workers for normal 
labor turnover purposes. The effective 
and expiration dates are indicated. 

Bestform Foundations of Windber, Inc., 
21st Street and Stockholm Avenue, Windber, 
Pa.; effective 12-9-62 to 12-8-63 (ladies’ 
brassieres and girdles). 

H. & L. Block, Inc., Decherd, Tenn.; effec¬ 
tive 12-7-62 to 12-6-63 (men’s single pants). 

Blue Bell, Inc., Prentiss County, Boons- 
ville. Miss.; effective 12-17-62 to 12-16-63 
(ladies’ and girls’ blouses, and men’s and 
boys’ shirts). 

Corman & Wasserman, Inc., 1220 Curtain 
Avenue, Baltimore, Md.; effective 12-3-62 to 
12-2-63 (men’s trousers). 

Frances Gee Garment Co., Inc., Higgings- 
ville. Mo.; effective 12-9-62 to 12-6-63 
(women’s cotton, nylon, and dacron uni¬ 
forms) . 

Garan Sportswear, Inc., Adamsville, Tenn.; 
effective 12-7-62 to 12-6-63 (men’s and boys’ 
sport shirts). 

Harrington Shirt Corp., Clark Street, Har¬ 
rington, Delaware; effective 12-4-62 to 12- 
8—63 (men’s and boys’ sport shirts). 

Kenrose Manufacturing Co., Inc., Radford, 
Va.; effective 12-12-62 to 12-11-63 (women’s 
dresses). 

Liberty Manufacturing Corp., Liberty, Ky.; 
effective 12-8-62 to 12-7-63 (boys’ sport 
shirts). 

Mammoth Cave Garment Co., Cave City, 
Ky.; effective 12-11-62 to 12-10-63 (men’s 
and boys’ dungarees). 

Mayflower Manufacturing Co., Inc., 460- 
506 North Main Avenue, Scranton, Pa.; ef¬ 


fective 12-12-62 to 12-11-63 (boys’ and 
students’ trousers). 

Newton Grove Manufacturing Co., Newton 
Grove, N.C.; effective 12-6-62 to 12-5-63 
(women’s dresses). 

Ridgely Manufacturing Co., Ridgely, Tenn.; 
effective 12-6-62 to 12-5-63 (men’s outdoor 
jackets). 

Salant & Salant Inc., Henderson, Tenn.; 
effective 12-13-62 to 12-12-63 (men’s cot¬ 
ton work shirts). 

Salemburg Manufacturing Co., Salemburg, 
N.C.; effective 12-8-62 to 12-7-63 (women’s 
dresses). 

Scottsboro Manufacturing Co., Scottsboro, 
Ala., effective 12-8-62 to 12-7-63 (children's 
knit shirts). 

Sun Garment Co., 2401 Hyde Parkway, St. 
Joseph, Mo.; effective 12-1-62 to 11-30-63 
(shirts). 

Swansea Manufacturing Co., Inc., Route 3, 
Swansea, S.C.; effective 12-6-62 to 12-5-63 
(men’s and boys’ robes). 

Warner Bros. Co., Thomasville, Ga.; effec¬ 
tive 12-22-62 to 12-21-63 (corsets and bras¬ 
sieres) . 

The following learner certificates were 
issued for normal labor turnover pur¬ 
poses. The effective and expiration 
dates and the number of learners au¬ 
thorized are indicated. 

Acme Garment Co., Fifth and Elm Streets, 
Wentzville, Mo.; effective 12-7-62 to 12-6-63; 
10 learners (ladies’ blouses and slacks). 

Angela Sportswear, 106 South Main Street, 
Pittston, Pa.; effective 12-8-62 to 12-7-63; 
six learners (dresses). 

Bridgton Dress Co„ Bridgton, Maine; ef¬ 
fective 12-5-62 to 12-4-63; 10 learners 

(women’s dresses). 

Cylvick Dress Co., Inc., 293 East Main 
Street, Patchogue, N.Y.; effective 12-5-62 to 
12-4-63; eight learners (women’s and misses’ 
dresses). 

The Loudoun Manufacturing Co., d/b/a 
Emmitsburg Manufacturing Co., Emmits- 
burg, Md.; effective 12-6-62 to 12-7-63; 10 
learners (men’s trousers). 

Town Dress Co., Lewis town, Maine; effec¬ 
tive 12-10-62 to 12-9-63; 10 learners 

(women’s dresses). 

The following learner certificates were 
issued for plant expansion purposes. The 
effective and expiration dates and the 
number of learners authorized are 
indicated. 

Chester Shirt Corp., Chester, S.C.; effec¬ 
tive 12-3-62 to 6-2-63; 40 learners (men’s 
dress shirts). 

Cluett, Peabody & Co., Inc., U.S. Highway 
No. 78, Jasper, Ala.; effective 12-8-62 to 3-9- 
63; 100 learners (men’s dress shirts) (supple¬ 
mental certificate). 

The Exylin Co., 925 North Main Street, 
Mount Vernon, Ind.; effective 12-5-62 to 
6-4-63; 10 learners (raincoats). 

Sandy Lee Manufacturing Co., Menomonie, 
Wis.; effective 12-3-62 to 6-2-63; 25 learners 
(boys’ lined and unlined outerwear Jackets). 

Swansea Manufacturing Co., Inc., Route 3, 
Swansea, S.C., effective 12-6-62 to 6-5-63; 
75 learners (men’s and boys’ robes). 

Glove Industry Learner Regulations 
(29 CFR 522.1 to 522.9, as amended, and 
29 CFR 522.60 to 522.65, as amended). 

Newton Glove, Inc., Newton, N.C.; effective 
12-7-62 to 6-6-63; 12 learners for plant ex¬ 
pansion purposes (cotton and leather work 
gloves). 

Hosiery Industry Learner Regulations 
(29 CFR 522.1 to 522.9, as amended, and 
29 CFR 522.40 to 522.43, as amended). 


Royal Hosiery Mills, Inc., Yanceyville, N C • 
effective 12-10-62 to 6-9-63; 10 learners for 
plant expansion purposes (full-fashioned 
and seamless). 

Knitted Wear Industry Learner Regu¬ 
lations (29 CFR 522.1 to 522.9, as 
amended, and 29 CFR 522.30 to 522.35 
as amended). 

Ashland Knitting Mills, Inc., Front and 
Chestnut Streets, Ashland, Pa.; effective 
12-6-62 to 12—5-63; 5 percent of the total 
number of factory production workers for 
normal labor turnover purposes (men’s un¬ 
derwear) . 

Van Raalte Co., Inc., Bristol, Vt.; effective 
12-6-62 to 12-5-63; 5 percent of the total 
number of factory production workers for 
normal labor turnover purposes (men’s un¬ 
derwear) . 

Regulations Applicable to the Employ¬ 
ment of Learners (29 CFR 522.1 to 522.9 
as amended). 

Active Quilting Corp., 421 North Pennsyl¬ 
vania Avenue, Wilkes-Barre, Pa.; effective 
12—5-62 to 6- 4 —63; five learners for normal 
labor turnover purposes, in the occupation 
of quilting machine operator for a learning 
period of 320 hours at the rate of not less 
than $1.00 an hour (quilted products). 

Each learner certificate has been is¬ 
sued upon the representations of the em¬ 
ployers which, among other things, were 
that employment of learners at special 
minimum rates is necessary in order to 
prevent curtailment of opportunities for 
employment, and that experienced work¬ 
ers for the learner occupations are not 
available. Any person aggrieved by the 
issuance of any of these certificates may 
seek a review or reconsideration thereof 
within fifteen days after publication of 
this notice in the Federal Register pur¬ 
suant to the provisions of 29 CFR 522.9. 
The certificates may be annulled or with¬ 
drawn, as indicated therein, in the man¬ 
ner provided in 29 CFR, Part 528. 

Signed at Washington, D.C., this 13th 
day of December. 

Verl E. Roberts, 
Authorized Representative 
of the Administrator . 

[F.R. Doc. 62-12558; Filed, Dec. 19, 1962; 

8:47 a.m.] 

INTERSTATE COMMERCE 
COMMISSION 

FOURTH SECTION APPLICATIONS 
FOR RELIEF 

December 17,1962. 

Protests to the granting of an applica¬ 
tion must be prepared in accordance 
with Rule 40 of the general rules of prac¬ 
tice (49 CFR 1.40) and filed within 15 
days from the date of publication of this 
notice in the Federal Register. 

Long-and-Short Haul 

FSA No. 38079: Substituted service — 
SP for Strickland Transportation Co., 
Inc. Filed by J. D. Hughett, Agent, (No. 
42), for the Southern Pacific Company 
and other interested carriers. Rates on 
property loaded in highway trailers and 
transported on railroad flat cars be¬ 
tween Dallas and Houston, Tex., on the 
one hand, and New Orleans, La., and 
Beaumont, Tex., on the other; between 






Thursday, December 20, 1962 

Beaumont, Tex., and Lake Charles, La.; 
between Dallas, Tex., and Houston, Tex.; 
and between San Antonio, Tex., on the 
one hand, and Lake Charles, La., Beau¬ 
mont, Dallas and Houston, Tex., on the 
other, on traffic originating at or des¬ 
tined to such points or points beyond as 
described in the application. 

Grounds for relief: Motor-truck com¬ 
petition. 
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Tariff: Supplement 9 to Agent J. D. 
Hughett’s tariff MF-I.C.C. 351. 

FSA No. 38080: Liquid caustic soda 
from Geismar, La., to Pacolet, S.C. 
Filed by O. W. South, Jr. Agent, (No. 
A4267), for interested rail carriers. 
Rates on liquid caustic soda, in tank-car 
loads, from Geismar, La., to Pacolet, 
S.C. 
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Grounds for relief: Market competi¬ 
tion. 

Tariff: Supplement 87 to Southern 
Freight Association tariff I.C.C. S-89. 

By the Commission. 

[seal] Harold D. McCoy, 

Secretary. 

[F.R. Doc. 62-12566; Filed, Dec. 19, 1962; 
8:48 a.m.] 
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